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DILEMMA IN GILT-EDGED 
PROFITS IN LOMBARD STREET 


RECOVERY AND CRISIS IN FRANCE 


By George Soloveytchik 











CLEARING HOUSE AND CUSTOMER-USER 
By Maurice Megrah 





BAYERISCHE Ress STAATSBANK 


ESTABLISHED 1780 


1 KARDINAL-FAULHABERSTR., MUNICH 
ALL BANKING TRANSACTIONS 
BRANCHES IN ALL IMPORTANT BAVARIAN TOWNS 


Teletype-Nr.: 06/3554, 06/3874, foreign exchange office 06/3987 
Cables: ‘“‘ Staatsbank ”’ 
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Sound Investment 


This has become a familiar face to millions 
of savers, large and small. ‘‘ Hastings and 
Thanet”’ provides an eminently safe and 
profitable investment, easily withdrawable 


2 1 INCOME TAX 
INTEREST DA Yo PAID BY THE SOCIETY 


ON SUMS UP TO £5,000 


— 
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Established over 100 years 
Assets £16,400,000 
Reserves £900,000 


—_— 


Please ask for Balance 29-31 Havelock Roa - ead Offices: 

Sheet and Booklet Hastings 

‘** Profitable Investment’’— 99 Baker Street, London, W.1 4 St. George’s Pl., Canterbury 

without obligation, of 3-4 Cecil Street, Margate 41 Catherine Street, Salisbury 
41 Fishergate, Preston 88 Mosley St., Manchester, 2 


course. - 
111 New Street, Birmingham, 2 
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BRADBURY, WILKINSON & CO., LTD. 


Pew 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
eeco-—__ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
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TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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TELEVISION 
use microfilm for compact, use microfilm for legal docu- use microfilm for correspon- 
. economical filing in their ments, Staff records, corres- dence, accounts, ledger cards, 
accounts department. pondence, accounts, etc. etc. 








In their offices 


MICROFILMING 


: saves, space, time, labour : 














a 
In your office Burroughs Microfilming Equipment can produce the same economies in 
record-control as it has for so many leading companies. 

Once installed, it effects an outright saving of over 99% of the space normally 
allotted to the storage of documents. It cuts down reference time for any 
document in your files to less than 60 seconds — saving hours of staff work. 

And Burroughs Microfilming Equipment’ is so flexible in use that the opera- 
ting costs of this complete svstem of record-control are kept to the very minimum. 

It will pay you well to consult Burroughs on microfilming now. Burroughs 
Adding Machine Limited, Avon House, 356-366 Oxford Street, London, W.1. 

: Branches in principal cities. 


* ish made for Burroughs by G.B. Equipments Lid., to Bel & Howell design. Film by Ilford Limited. 


CALL IN yu rroughs 


ON MICROFILMING 
















Banking 
circles the globe 





USINESSMEN with foreign interests need a_ bank 
B whose services circle the globe. The National 
City Bank of New York, with 57 overseas branches 
and banking correspondents in every commercially 
important centre throughout the world, is well 
equipped to offer such services. 


THE NATIONAL CITY BANK OF NEW YORK 


(ESTABLISHED 1812) 


Ineorporated with limited liability under the National Bank Act of the U.S.A. 


HEAD OFFICE: 55 WALL STREET, NEW YORK 
LONDON OFFICES: 
CiTYy: 117 OLD BROAD STREET, E.C.2. WEST END: I1 WATERLOO PLACE, S.W.1 











FOR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 
instruments and information. 

No less does this apply to the banker planning to mect the needs of customers 
having business overseas. In the South-West Pacific, you can rely on the services of 





the Bank of New South Wales—the most experienced and most widely-represented 
commercial bank in the area. The Bank of New South Wales offers a complete 
banking service at. over 850 points in Australia, New Zealand, Fiji, Papua and 
New Guinea. 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


HEAD OFFICE: SYDNEY, AUSTRALIA MAIN LONDON OFFICE: 
British and Foreign Department 29 Threadneedle Street, E.C.2 
Manager — R. J. Neal Blackwell D. J. M. Frazer, Manager 

(INCORPOR;ED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 





GB5309F 








Lombard Banking Limited 


BANKERS 
LOMBARD HOUSE - ALDFORD STREET 


PARK LANE : LONDON W.1 
GROsvenor 6211 (10 lines) 
Branches and Agents throughout the U.K. 

















FIRST 
for Strength, 
Safety and Service 


The Dunlop Fort offers you more miles 
of trouble-free service than any other tyre. 
Reflect for a moment—an extra strong cas- 
ing . . . a wide, flat tread with skid-resisting 
teeth and knife-cuts .. . deep tread pattern 
...a rubber liner to resist casing damage. 
The Dunlop Fort is strong and flexible— 
the tyre for the motorist who is willing to 
pay a little extra for the very best. 
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North British 
& Mercantile Insurance 


Company Limited 


G 


For a complete Insurance Service 





61 THREADNEEDLE STREET, LONDON, E.C.2 64 PRINCES STREET, EDINBURGH, 2 














The 
Union Discount Company 
of London Ltd. 


(ESTABLISHED 1885) 


CAPITAL & RESERVES - _ £8,000,000 





TREASURY, BANK AND FIRST - 
CLASS TRADE BILLS DISCOUNTED. 


MONEY RECEIVED ON _ DEPOSIT 
AT CALL OR FOR FIXED PERIODS 





39 CORNHILL, LONDON, E.C.3 






































BANCO DI ROMA 


HEAD OFFICE: ROME 
ESTABLISHED 1880 





PAID UP CAPITAL and RESERVE 
L.2,400,000,000 
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The Bank of N. T. Butterfield | 
and Son, Ltd. | 


BERMUDA 


| 
| 
Established 1858 | 
| 





REPRESENTATIVE OFFICE IN LONDON 
8, GREAT WINCHESTER STREET, E.C, 2 


Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal English and 
Scottish Banks | 























FOR NEW IDEAS * | ON MECHANIZED 
— FIGUREWORK 


The Man from Remington Rand is highly- 
trained in all branches of modern accountancy. 
If there’s too long a time lag in compiling 
balances, analyses or statements, if pay-day 
preparations are a headache—call him in. 
He’ll get to the root of your accounting prob- 
lem, and provide the equipment to solve it. 


* THIS IS FOREMOST 


—the modern accounting machine. Easy to install; easy 
to operate ; adaptable at amoment’s notice to any account- 
ing job. Automatic balances; line proof of accuracy. Cuts 
accounting costs drastically, yet remains within the 
means of quite modest businesses. Interested? 


Send for the Man from HMemington. Ftarnel. 


COUPON: | would like to know more about Foremost Accountancy. Please * arrange for a representative to 
visit me [] * send me informative free literature [] (tick course of action required) 


fo ETT OSLIOE OHET of SNA RATA COE TENE AEOOE TTT eC ITE ET Me DEEL ER eee ER FE NT Janis 
REMINGTON RAND LTD, I-19 NEW OXFORD STREET, LONDON, WCI 
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“CHASE 
is my bank 


in New York’’ 


““Chase is my bank in New York” 
is a familiar phrase in British business 
and banking circles. 


Through its New York and London 
organization the Chase National Bank 
offers facilities geared 

especially to the needs of British 
interests in the States 
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THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
Incorporated with Limited Liability under the Laws of the U.S.A. 
LONDON 
6 Lombard Street, E.C.3 + 46 Berkeley Square, W.|. 











BANCO DEL COMERCIO 


Head Office: Bogota 


Calle 13 No. 8-75 Cables: BANDELCO 
General Manager: F. |. OCAMPO. Sub-Managers: Manuel Bejarano, Carlos Santa Maria, Eduardo Trujillo 
Capital paid ... mm jad ae a sie me ‘is ...  $ 13,108,310.00 
Deposits shes mr _ om we vila ro = ii $ 96,832,214.45 
Assets ... ai nie nai or ay Fas = = ...  $139,734,268.99 
Correspondents: 


UNITED STATES: American Trust Company, Bank of America, The Chase Bank, The Bank of California, Colonial 
Trust Co., Bank of the Manhattan Co., The First National Bank of Boston, Credit Suisse, Swiss Bank 
Corporation and Brown Brothers Harriman & Co. 

EUROPE: Deutsch Sudamerikanische Bank; Hamburger Kreditbank; Norddeutsche Bank, Hamburg; Vereinsbank 
in Hamburg; Banque de Bruxelles; Société Génerale, Paris; Banco di Roma; Banca Nazionale del Lavoro; 
Bank of London & South America Ltd., London; Skandinaviska Banken; Credit Suisse and Swiss Bank 
Corporation, Zurich. 

We have specialized information services about importation of capitals 











BANK LEUMI LE-ISRAEL B.M. 


formerly THE ANGLO-PALESTINE BANK 
General Management: Tel-Aviv 45 Branches throughout Israel 


New York Representation: 20, PINE STREET, NEW YORK.5 


Representative for Continental Europe : 
BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 


London Office: 
6, GRACECHURCH STREET, E.C.3 


Affiliation: The Bank Leumi Le-Israel Trust Company, Limited, Tel-Aviv. The Trust 
Company undertakes the usual Trustee and Executor business. 























Vi 








How to describe them? They are people of 
sound judgment, lively intelligence and 
good taste who choose their clothes, food 
and amusements with more than ordinary care. Good music and 
literature are part of their lives. They read The Listener because it 
enables them to keep abreast of world events and contemporary 
intellectual trends ; believing in its integrity and with full confidence 
in the goods and services it advertises. 

They are a select group of 133,000 people with incomes above the 
average and who consider the facilities and services provided by 

a modern banking system as essential to ordinary living. 

It may be they are not numbered among your ‘clients’ 

because you are not represented in The Listener. 
But that is a thing you can easily remedy. 


Readers of 


The Listener 


MEMBER OF THE AUDIT BUREAU OF CIRCULATIONS 


Use Modern Banking Facilities Regularly 


All enquiries to : HEAD OF ADVERTISEMENT DEPT., B.B.C. Publications, 35 Marylebone High Street, London, W.r. 
SPOTTISWOODE, DIXON & HUNTING LTD, 

















Specialised BANKING FACILITIES 


The full and proper use of Bowmaker provides specialised 
credit requires an apprecia- credit facilities for Industry, Com- 
tion of all its different forms, merce, Export and Import, and 
their purposes and application. will welcome your enquiries. 


ao BOWMAKER 


Industrial Bankers 


BOW MAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH, Phone: Bournemouth 7070 
London: 6/ St. James's Street, S.W./. Phone: GRO 66/ !/66/19 Branches throughout the United Kingdom 
































THE BANK OF BERMUDA, LTD. 


HAMILTON 
Somerset St. George’s 


CAPITAL £125,000 
TOTAL RESERVES £348,695 
TOTAL RESOURCES £8,344,639 
Complete Banking and Trust Facilities . Real Estate Division 


Sole Depository of the Imperial Government in Bermuda 






































Extend Your Markets... 


by exhibiting at the 


INTERNATIONAL INDUSTRIAL AND 
TECHNICAL EXHIBITION 


CHARLEROI BELGIUM 


September |8—October 3, 1954 


This great technical exhibition takes place in the heart of industrial Belgium at the 
centre of the European economic union. With its new, modern Pavilions occupying 
an area of 70,000 square metres, the Charleroi exhibition will attract exhibitors 
and buyers from many European countries. Eight main sections of industry 
will be represented covering the following products : Coalmines and Quarries, 
lron and Steel industries, Metal Trades, Building and Engineering, Electrotech- 
nical Engineering, Electronics, Glass, Chemicals, Ceramics, Production of Energy. 


For information and literature apply :— 
AUGER AND TURNER GROUP LTD., 40 GERRARD STREET, LONDON, W.I 
Telephone : GERrard 6671 
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AUSTRALIA AND NEW ZEALAND BANK LTD. 
(in which are merged The Bank of Australasia 
Ltd. and The Union Bank of Australia Ltd.) 
HEAD OFFICE: 71 CORNHILL, LONDON, 
elephone : AVEnue 1281. 
Nearly 800 Branches and Agencies in Australia, 
ew Zealand, Fiji and Papua, New Guinea. 
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BANKING 

ACCOUNT-— 
who— 


ME?” 








There are many weekly 
wage and salary earners 
who feel the need for Banking service but lack 
the encouragement to come to you. Make it 
easy for them to set aside savings to be 
deposited later with you by providing a P.P.J. 
Home Safe. 


Strong and durable, these 
handsome book-tvype Home 
Safes are supplied with vour 
name and house-mark em- 
bossed on a wide choice of 
smart leather-cloth covers. 
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% Samples and prices 





gladly sent on request 


PEARSON-PAGE-JEWSBURY CO. LTD. 


Dept. 12, Westwood Works, Witton, Birmingham 6 
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—— once powerful charms against the evil 
eye survive in unsuspected ways. This was 
indeed the origin of the brass bosses on cart 
horses’ harness and of the horns on their collars. 
The evil eye has lost its terrors, but the need for 
protection against life’s hazards remains. For 76 
years we have been helping shrewd, thrifty 
people to safeguard their dependants by Life 
Assurance. Write for our attractive leaflet 
‘‘ Life Assurance for Every Man,” and for 
details of our Persona! Pension and Mortgage 
Protection Policies. 


OVIDENT 
OF L ON 


LIMITED ° Founded 1877 
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Provident House, 246 Bishopsgate, London, E.C.2 


Telephone: BlShopsgate 5786 
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come§ in 


Your best introduction 


to Australia 


NATIONAL 


Australia’s continued development 
offers undoubted scope and 
opportunities for the expansion of 
British industrial interests and 
activities. 

In the initial stages of estimating 
prospects, and later during the 
planning and operation of an 
enterprise, The National Bank of 
Australasia is in a good position to 
help the wheels go round much 
more smoothly. ‘On the spot’ 
information, gathered from over 
71§ branches throughout Australia, 
is readily obtainable from the 
Information Department of the 
Bank’s London Office. 





THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


Over 715 Branches throughout Australia 
Assets £257 Million 


(Incorporated in Victoria) 


Head Office: 271-279 Collins Street, Melbourne 


London Office: 7 Lothbury, EC2 





BARCLAYS CANADIAN CASEBOOK Y 





Sales figures 
can lie 


A Wolverhampton manufacturer had been marketing his products in 
Canada through agents for a number of years. Sales however were never 
quite as good as he had hoped. Puzzled, he decided to find out for himself 
what was the cause and asked for our help. We made intensive 
enquiries through our Head Office in Canada and it soon became 
obvious that the agents he was using were not really the right people to 
handle his particular lines. Nevertheless, we established that the potential 
market for his products was in fact excellent : consequently the manufac- 
turer, with our help, set up his own selling organisation in Canada which 
is now doing extremely well. 

Whatever you want to know about Canada we at Barclays Bank 
(Canada) will try to answer. The Bank can supply much of its 
information from day-to-day records in London and any further details 
that may be required will be obtained direct from Canada. Preliminary 


enquiries are welcomed by our London Manager, Mr. A. G. Fleming. 


BARCLAYS BANK (CANADA) 


A Canadian Chartered Bank 


London Manager: 54 LOMBARD STREET, E.C.3 


Head Office: 214 ST. JAMES STREET WEST, MONTREAL 








These children need 
positive 
help 





Every year nearly 100,000 children are helped 
by the National Society for the Prevention of 
Cruelty to Children. To continue its vital work 
funds are urgently needed—the Society is not 
nationalised and depends entirely on voluntary 
gifts. We need positive help...your help... 


when advising on wills and bequests remember the 
N-:S:'P-C:C 


PRESIDENT : H.R.H. PRINCESS MARGARET 


Ask the Chief Typist 
Information gladly supblied on application to The Dereetor, | Ss e re y p iS 


N.S.P.C.C. Victory House, Leicester Square, VW C2. Phone : Gerrard 2774 


















Experience has taught the chief typist to value 


a typewriter for qualities that may not be in- 


If es Bahowgs 
Szpar eae 


SANWA BANK 


Authorised Foreign Exchange Bank 


stantly discernible. Take the new Imperial. 
It’s a quick, quiet and thoroughly efficient 
typewriter, but the chief typist will tell you 


thatit’s much more than that. Suppose, for 





instance, thata long and complicated bal- 
ance sheet is being typed and an urgent 
letter is required. The long carriage, 
complete with balance sheet, can be 
instantly removed from the machine, 
the letter typed, and the balance 

| sheet completed later.And that’s only 


one of the many advantages made 





possible by the exclusive Imperial 


feature of interchangeable car- 
Chairman of the Board 
& President: TADAO WATANABE 
Capital: ¥ 2,500,000,000 
Head Office: IMABASHI, OSAKA 
Tokyo Office MARUNOUCHI, TOKYO 
San Francisco 


Branch: 465 CALIFORNIA STREET, 
SAN FRANCISCO 

a complete network of 188 nation- 

wide branches and worldwide 

correspondents 





| riage, platen roller and type-unit. 













Imperia 


IMPERIAL TYPEWRITER CO., LTD. °* LEICESTER & HULL 
CRCIS 
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ZEITSCHRIFT 


fur das gesamte 


KREDITWESEN 


(THE JOURNAL OF FINANCE AND CREDITS) 


Editors: Erich Achterberg and Volkmar Muthesius 


Beard of Associate Editors: 


Walter Hofmann, Frankfurter Bank, Chairman, Johann Lang, Manager of the Association of 
Frankfurt on Main German Co-operatives, Bonn 

Fritz Butschkau, President of the Association of ae 
‘ Clemens Plassmann, Rheinisch-Westfaelische Bank, 


Saving Banks and Central Giro Institutions, 


Dusseldort Dusseldort 
uSS ag 


Eduard Christ, Westdeutsche Bodenkreditanstalt, Gunther Schmoelders, Professor of Economics at 

Cologne the University of Cologne 
, , ) } if ( Trinkavu 

Kurt Forberg, Partner in C, G. Trinkaus, Kurt Tornier, Bayerische Hypotheken-und Wechsel- 
Dusseldort ' Bank, Munich 

Gustav Klusak, Manager of the German Associa- 
tion of Agricultural Co-operatives Raifleisen, rich Trost, Manager of the Association of Berlin 
Bonn Banks and Bankers, Berlin 


The “Zeitschrift fur das gesamte Kreditwesen” is the leading 
financial and economic journal in Western Germany having 


international significance and circulation. 


It reaches all important banks, associations, public authorities, 
importers, exporters and business enterprises in all countries of the 
world, keeping them informed of trends and current facts in regard 


to money, banking and stock exchanges in Western Germany. 
Published twice monthly inGerman. Annual subscription DM 52.60, plus postage. 


To obtain a free specimen copy apply to 


VERLAG FRITZ KNAPP (Pab/ishers) 
FRANKFURT on MAIN J cermany 
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OTTOMAN 
BANK (23. 


FOUNDED 1863 








UNITED 
FRIENDLY 


eee ae PAID-UP CAPITAL- £5,000,000 








: | The Bank transacts every 
, FIRE, BURGLARY, | ma 
eine PLATE GLASS, | description of English and 
DRIVERS’ RISKS, HOUSE Foreign Banking Business. 
PURCHASE, ENDOW- | 
MENTS, Etce., Ete. 


BRANCHES throughout TURKEY and the 
NEAR EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 








R. C. BALDING | Affiliated Institution in Syria and 
. * . . 

. Lebanon: BANQUE DE SYRIE ET DU 

Managing Director. | a Q 

| LONDON 20/22, Abchurch Lane, E.C.4 

: ‘ | MANCHESTER 56/60, Cross Street 

42 Southwark Bridge Road, PARIS 7, Rue Meyerbeer 

| MARSEILLES 38, Rue St. Ferreol 

London. | CASABLANCA |, Place Ed. Doutte 

ISTANBUL 
































National Discount Company Limited. 


(Established 1856) 


(INCORPORATING THE BUSINESS OF MESSRS. REBVES WHITBURN) 


35, CORNHILL, LONDON, E.C.3. 


Telegraphic Address: Telephone: 

NATDIS, STOCK, LONDON MINCING LANE 2433 (10 lines) 
Capital Authorised - - £5,000,000 
Capital Paid up - - -  £3,458,885 
Reserves - - - - £2,141,115 
Carry Forward - * - £240,948 


Directors : 
Commander The Hon. LOVEL W. COKE, R.N., Chairman 


Lt.-Col. The Hon. GEORGE AKERS- H. S. H. GUINNESS 


DOUGLAS | 
Field Marshal The Rt. Hon. The Viscoun eee LEITH-ROSS, 
ALANBROOKE, K.G., G.C.B., O.M., ee ee 
G.C.V.O., D.S.O. The Rt. Hon. The Earl of LIMERICK, 
RONALD L. BASSET G.B.E., K.C.B., D.S.O. 
Manager : 
W. SHEPHERD 
Assistant Managers : 
R. A. LYGON A. H. STANTON, M.B.E. E. BRAIN, M.C. G. H. N. WALFORD 


Accountant : Secretary : 
A. E. WILLIAMSON, A.C.A. J. W. G. LEE, D.S.O. 
Auditors: Bankers : 
BANK OF ENGLAND. 
PRICE WATERHOUSE & CO. NATIONAL PROVINCIAL BANK LTD. 


Treasury Bills, Bank and Mercantile Bills Negotiated. Money received on Deposit 
at Call and Short Notice at the Current Market Rates of Interest, and for longer periods 
upon specially agreed terms. All communications to be addressed to the Manager. 
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INVESTORS’ 
CHRONICLE 


1860-1954 





Britain's leading investment 
and financial weekly newspaper 
with by far the largest circulation 
of any weekly investment 
publication in the country 


EDITED BY HAROLD WINCOTT 


Price 1/- weekly from all newsagents, or direct from the publisher at 
72, Coleman Street, London E.C.2 


Overseas readers can order through newsagents or obtain 
by direct subscription of 58/6 post free. 
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Roya Bank or ScoTLAND | 


INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH | 





During the two hundred years of its history, Associated Banks: 
the Bank has maintained a tradition of the 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 


| well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. | 
| Banking service which is adaptable, individual | 
| and complete. 
| 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


TOTAL ASSETS £170,581 433 














a good accountant 
deserwes a@qm... 





calculator 








¥% Fast one-hand operation 








* Visible dials throughout TS. (ofr) LTD. 
: . ° 31 - NEW BRIDGE STREET:EC4 
% Reasonably priced. Write for details .-. . Teleuhiens Cuts 1187 











COLOMBIA 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


Opportunities in Colombia for European business are increasing every year. Trade 
connections are becoming more profitable. With an eye on your business future 
there, why not let us assist you with your collections and letters of credit ? 


Whatever your requirements, we have special departments handling every phase and 
facility of banking. More and more progressive European banks and business firms 
are making use of our extensive organization established for over 40 years. 


We invite your inquiries. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all offices—Bancoquia 


ey 4G PAID- UP: $20,000,000 — Pesos Colombian 
SURPLU $15,000,000 — Pesos Colombian 
OTHER RESERV ES: $6,858,000 — Pesos Colombian 


General Manager: Antonio Derka 


Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C), Barrancabermeja, Barranquilla (2), 

BOGOTA (3), Bucaramanga, Cali (2), Cartagena, Cartago, Cucuta, 

Girardot, Ibagué, Magangué, Manizales, Medellin (1), Monteria, Neiva, 

Paimira, Pasto, Pereira, Puerto Berrio, San Gil, Santa Marta, 
Sincelejo, Socorro, Vélez (S) 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 
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GUINNESS, MAHON & CO. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL 
LONDON, E.C.3 





GUINNESS & MAHON 


17, COLLEGE GREEN 
DUBLIN 





GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 


















































NATIONAL PROVINCIAL 
| BANK LIMITED 























Chairman: 
David John Robarts, Esq. 
Deputy Chairman: 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 
| Chief General Manager: 
| L. J. Williams. 
| 


Joint General Managers: 
F. Keighley, C. G. Wheatley, H. C. Pearson, W. Lynn. 
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A Banker’s Diary 





THE move towards convertibility, which will be the subject of debate by the 
special Ministerial Committee of O.E.E.C. at its first meeting in the middle 
of this month, is now apt to be described in high quarters 
Convertibility both in the City and Westminster as having ceased to be 
Facts and = a matter of conscious volition but of having become as 
Doubts irreversible and as unconscious a process as the play of 
natural forces. During the past month no new technical 
development has marked this continuing evolution—except, perhaps, for the 
disappearance of the premium on dollar securities as quoted in London and 
the entry of the quotation for switch or security sterling within the range of 
the upper and lower points of the official parity. In a technical exchange- 
market sense—ignoring, that is to say, all its complex considerations of com- 
mercial policy—the convertibility of non-resident sterling is, indeed, already 
a virtually accomplished fact. Almost the only technical distinction between 
the present situation and formal convertibility is that the facility of con- 
vertibility is available to some balances only at a rate that is free to fluctuate 
within indefinite limits, whereas under formal convertibility all balances 
would enjoy the same rate. 

About the formal step, however, serious doubts still remain, and some of 
them have strong political overtones. Among the most serious are those 
recently voiced by so eminent a banker as Lord Brand, who in a letter to 
The Times pointed to the danger to which convertibility would expose the 
pound and the gold reserves in the event of a change or even a prospective 
change in the political colour of the Government. \Lord Brand thus entered a 
plea for a bi-partisan policy on convertibility. That plea is likely to fall upon 
deaf ears—even though those who might be expected to heed it most are those 
who after the war pledged Britain’s word to make sterling convertible in 
exchange for a sizable loan from the United States. If convertibility is to 
await bi-partisan support it will wait for ever; and if this or any other Govern- 
ment, before taking any major decision, were to wait for an assurance from 
the Opposition that it would not be reversed in the event of achange of Govern- 
ment, all effective action would be paralyzed. The Conservative Government 
has not suffered this kind of paralysis in other aspects of its drive towards 
economic freedom. 

The other doubts that still beset even some of those who see the trend as 
virtually irresistible concern the reconciliation of convertibility with continued 
liberalization of international trade. Those aspects of the problem were 
discussed in Paris last month by officials of O.E.E.C. countries in preparation 
for the ministerial meeting in London. Most of the countries that are likely 
to join in the collective approach to convertibility have had reason to be 
thankful for the code of liberalization that was evolved by the O.E.E.C. and 
reconciled through it with the increase in transferability and partial conver- 
tibility of European currencies achieved under the European Payments 
Union. If E.P.U. is doomed to extinction by the convertibility of one or more 
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of its major currencies, it behoves the countries concerned to see to it that 
the code of trade liberalization does not disappear with it. Whether the 
principle of that code can be extended to a wider international sphere in keeping 
with the extension of the transferability of European currencies, and whether 
the automatic credit facilities provided by E.P.U. can similarly be replaced 
by even larger but equally automatic facilities granted by the International 
Monetary Fund are questions of profound importance for the exercise now 
in course of preparation. Unless they can be satisfactorily answered even the 
“‘ irreversible process ’’ should be slowed in its course. 


THE latest statement of the gold reserves available at the moment of going to 
press—the statement for May—was the first to reveal the full force of the 
spate of foreign funds that rushed to London at end-April and 

Boomlet early May. It showed a rise of $165 millions over the month: 

in the no less than $90 millions of this, it was disclosed, was received 

Reserves during the first two days, mainly, of course, as a result of the 

market operations of the Exchange Account. The remarkable 

accretion of $300 millions secured in April and May taken together carried 
the total of the reserves to $2,985 millions. 

Of the May inflow, only $6 millions was attributable to receipts of American 
aid, and as $39 millions was received from E.P.U. in respect of the April 
surplus of £28.2 millions, the gain on “true’’ gold and dollar account was 
$120 millions. This, as our table on page 60 shows, was fractionally higher 
than the surplus recorded in April, itself the best since the post-Korean com- 
modity boom of early 1951. The surplus with E.P.U. in May reached {10.8 
millions, settled in the middle of last month 50-50 in gold and in reduction of 
Britain’s overdraft. 

This boomlet in the reserves naturally affords no guide to their future 
trend; obviously the inflow since the second week of May has been much 
below its best level. It does now seem, however, that much of the special 
gain, though non-recurring, may not also be self-reversing. Neither the denial 
of the rumours of a widening of sterling’s range for fluctuation nor the Bank 
rate reduction was, apparently, followed by any significant reverse movement 
of funds. 

There are, happily, further reasons for taking a cautiously optimistic view 
about the course of sterling in coming months. The recession in the United 
States does now appear to be levelling out—the seasonally adjusted index of 
industrial production actually rose by two points in May; and the course of 
commodity prices continues to run in the sterling area’s favour. Prices of 
the basic sterling commodities remain firm, while the recent break in wheat 
prices—fully discussed in a leading article this month—will eventually 
be reflected in Britain’s dollar import bill. On the other hand, the balance 
with E.P.U. is likely to deteriorate as summer payments for tourist travel 
and fruit and vegetables mount, and as Britain makes its first lump-sum pay- 
ments to its E.P.U. creditors in accordance with the arrangements for funding 
a part of its long-outstanding overdraft with the Union. But the longer-term 
prospect appears to be brighter than it has been since the onset of the recession 
in the United States in the summer of 1953, which then appeared to mark the 
peak of sterling’s recovery. 
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Tue Public Works Loan Board, as THE BANKER foreshadowed last month, 
has reduced the rates at which it lends to local authorities. In early June it 
cut its charges from 4 to 33 per cent. for loans for over fifteen 

Easier vears, from 3} to 3} per cent. for those of five to fifteen years, 

Finance from and from 23 to 2} per cent. for loans not exceeding five years. 
P.W.L.B. This brings the rate on the longest loans back to the level 
fixed at the moment of the launching of the ‘* new ”’ monetary 
policy in November, 1951, but the rates on medium and short-term loans 
are still } per cent. above that level. These latest revisions of the P.W.L.B. 
rates, like those of last October, did not flow as a direct result of the previous 
month’s reduction of } per cent. in Bank rate; they are a response to the steady 
fall in vields on gilt-edged that had taken place in the preceding months. 

Last month’s announcement was accompanied by a statement that the 
Board would in future adopt a more flexible policy when determining the 
periods for which it is willing to lend to the local authorities. If the authorities 
now show any lessened inclination to switch their borrowings to the market, 
it will be rather in response to this relaxation than to the reductions in the 
rates themselves. The margin between the Board’s rates and current yields 
on gilt-edged of corresponding maturity is now relatively narrow, especially 
on the longest loans. But even when the margins were wide, the corporations 
that went to the market probably paid a higher price than they would have 
done to the Board if it had been willing to lend for the same period. In their 
market borrowings, of course, even the most credit-worthy authorities have 
to offer some “turn” over the corresponding yield on British Government 
stocks, while commissions and the cost of issuing interest warrants have also 
to be brought into the reckoning. 

The attraction of market issues to the corporations has rather been that it 
leaves them the chance to refinance their loans more cheaply in the event of 
a future fall in interest rates. The bulk of the eight issues that have been made 
since the local authorities were again given access to the market at the beginning 
of 1953 have been for periods of around twenty vears, whereas if the finance 
had been sought instead from the P.W.L.B. it would mostly have had to be 
taken for much longer periods. Until last month’s relaxation the authorities 
were permitted to borrow from the Board only for precisely the period of the 
relevant work sanctions—and the majority of their loans are to finance housing 
projects, which generally run for sixty years. Now they may borrow for 
shorter periods, on the proviso that the resultant increase in capital repay- 
ments does not have the effect of increasing the Government grant on the 
particular project. This means in effect that local authorities will be able to 
borrow short from the P.W.L.B. to finance projects carrying no subsidy 
or on which the subsidy is determined on a flat unit basis—as it is for 
housing. 

It now appears possible that the cut in the P.W.L.B.’s lending rates will be 
followed by a reduction in the Exchequer’s housing subsidies. An easing of 
building society rates also seems probable—despite the fact that the Building 
Societies’ Association has again emphasized that there is no ‘‘ necessary and 
immediate connection’”’ between Bank rate and the rates charged by its 
members and that a cut in mortgage rates would necessarily carry with it a 
cut in the deposit rates. 
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THE monthly statement of the clearing banks for May, the latest available as 
this issue of THE BANKER went to press, presents at first sight a puzzling 
picture. The four weeks to May I9 encompassed the phase in 

Modest which the inflow of foreign funds to London was at its strongest. 

Rise in Yet in that period net deposits rose by less than £16 millions, 

Deposits’ whereas the increase in the five-week periods of the previous 
month and May of last year reached £78.6 millions and {43.0 
millions respectively. Moreover, the sluggishness of deposits in May was in 
no way attributable to a slackening in the demands of private borrowers in 
Britain. Advances rose by {21.9 millions, compared with an increase of {11.9 
millions in April and a fall of £42.4 millions in May, 1953 (which was admittedly 
wholly attributable to the repayments by the British Electricity Authority 
from the first proceeds, of £56 millions, of its public loan). 

It therefore appears that the demands of the private sector on the banks 
increased by at least {20.8 millions in May (after allowing for the fractional 
fall in the banks’ holdings of commercial bills). They may indeed have increased 
by considerably more; for the banks’ holdings of investments rose by no less 
than {24.8 millions in the four weeks, following the increase of £10.5 millions 
in April. The banks’ purchases of existing securities normally represent 


May 109, Change on 

1954 Month Year 

£m. £m. fm. 
Deposits ” - vi ea 6335.2 — 42.4 - 252.4 
‘ Net ’’ Deposits* ial ” 6104.4 % f - 15.9 + 239.5 
Liquid Assets .. me a - 2085.4 (32.9) - 26.6 + 43.5 
Cash i + = ee 500.6 (7.9) — 34.1 - 3.2 
Call Money ee ae a 463.1 (7.3) — 26.2 -- 0.7 
Treasury Bills .. a os 1033.9 (16. 3) i 34.1 - 20.4 
Other Bills - ‘4 “ 57.9 (1.4) —- O.4 + 21.6 
Investments and Advances... oe 4098.0 (64.7) + 46.71 + 202.8 
Investments a vs i 2304.7 (36.4) - 24.8 181.6 
Advances a oe 2. 1793.3 (28. 3) + 21.2 21.2 


* After deducting items in course of collection. + Ratio of assets to published deposits. 


finance to private persons and institutions ; but this time a very substantial 
proportion of them must have originated, directly or indirectly, from the 
holdings of the “‘ departments ’’. It is difficult otherwise to see how the Govern- 
ment could have secured the necessary finance for its apparent repayments to 
the banks, represented in a net fall of £26.2 millions in the banks’ holdings of 
cash, call money and Treasury bills—a fall that reduced the liquidity ratios of 
the clearing banks from 33.1 to 32.9 per cent. The Exchequer returns do indeed 
show that the Government achieved a net surplus of some £15 millions on its 
domestic finances in the period most nearly comparable to that of the bank 
statements; but the sterling funds required by the Exchange Account must 
have amounted to considerably more than that. (The new 2 per cent. cash and 
conversion loan, fully discussed in our opening article this month, did not, of 
course, affect the banking figures for May.) 

The banking figures do therefore appear to confirm the supposition, also 
supported by the strength of the May gold figures, that the inflow of foreign 
funds contained a far smaller element of truly speculative purchases than had 
at first been widely supposed. The fact that the inflow of money to London 
caused no very large net drain on the Exchequer suggests that it took the 
form of purchases, for purposes of interest-arbitrage, of Treasury bills and, 
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directly or at one remove through the clearing banks, of securities held in 
the ‘‘ departments ”. 


THE figures of the clearing banks in the past three months had already suggested 
that, despite the firm trend of advances in May, the demands of the private 
sector for finance in the early spring months of the year taken 
Industry’s together were growing less strongly than in the corresponding 
Borrowings period of 1953. That supposition is now confirmed by the 
Slacken _ classified figures published by the British Bankers’ Association. 
These figures, which are “ clean ”’ of extraneous items and cover 
all advances made by members of the association in Britain, show that advances 
did rise by £47.8 millions in the three months to May—that is by considerably 
less than the exceptionally large increase of {101.9 millions recorded 
in the previous three months “of seasonal expansion, but in contrast 
to a fall of £3.7 millions in the February to May period of 1953. But closer 
scrutiny of the ‘hanes, which are reproduced on page 59 of this issue, reveals 
that this contrast was wholly accounted for by the divergent trend of the 
borrowings of the public utilities. Whereas in 1953 the proceeds of the B.E.A. 
loan were > enabling this group as a whole to reduce its indebtedness to the banks 
to the tune of £41.3 millions, this year the absence of any public issues caused 
its bank borrowings to rise by £31.4 millions. The demands of the private sector 
proper on the banks for finance increased by £6 millions less this year than 
last—the first time since November, 1952, that the pace of this credit expansion 
had fallen behind its rate a year previously. 

The detailed classification shows that the moderate expansion in advances 
was spread fairly evenly over individual industries. No groups save the public 
utilities, retail trade and food, drink and tobacco showed any marked expan- 
sion. Among the six groups that reduced their borrowings were the engineering, 
shipping and iron and steel industries. A notable movement was the increase 
of £5.6 millions in the personal and professional group. In February a slightly 
larger increase marked the first break in the decline in the outstanding total 
of personal overdrafts that had taken place since August, 1951. It does now 
appear that the banks have made some relaxation in their standards of scrutiny 
of the personal borrower. 


THE banks in the past few months have several times come under fire from 
economists—most notably from Professor R. S. Sayers in a paper to the 
Manchester Statistical Society last March and, more recently, 
Rejoinder from Professor A. K. Cairncross in an address to the first 
to Bank meeting of the Scottish Economic Society. Professor Sayers, 
Criticism in particular, pointed to the diminution in the importance of 
the banks’ lending function and, after arguing that this function 
is not really appropriately combined with the “ paymaster’’ function of 
managing the nation’s payments, revived the radical suggestion that this 
second rdle might be more cheaply performed if it were taken from the banks 
and transferred to a Government agency. Professor Cairncross’s main com- 
plaint was that the banks are turning themselves into sav ings institutions and 
that in their lending policies they are too insistent on “full collateral ”’ 
Many bankers, when they read criticisms such as these, reflect regretfully 
that their own opportunities for replying are all too few; they will be glad 














to note, therefore, that Mr. J. J. Campbell, general manager of the Clydesdale 
& North of Scotland Bank, grasped very firmly the opportunity provided by 
the annual general meeting of the Institute of Bankers in Scotland last month. 
He devoted most of his presidential address to the arguments of these particular 
critics, and gave a vigorous rejoinder to some of “them. To the complaint 
about excessive rigidity in lending policy he replied by affirming that the pro- 
portion of unsecured bank loans and of loans made with only partial security 
is probably larger now than at any previous time in the past fifty years. And 
to the contention that bank efficiency is prejudiced by the existence of too 
many small branches, he pointed out that branches in Scotland are fewer than 
they were and will be further reduced by the recent amalgamations. 

Mr. Campbell’s defence of the banks was far from being, however, a com- 
placent one; he showed that the banks themselves are well aware of many 
points in their organization and methods of operation at which there may be 
scope for improv ement. At many of these points the banks are in process of 
adaptation to altered circumstances ; and the great virtue of this address was 
the evidence it afforded that the search for improvement is being undertaken 
with vigour and imagination. 


AN interesting study of the remarkable growth of private savings in recent 
years forms the first of forty-nine articles “of a special review of industry pub- 
lished by the Financial Times last month. This study has 
The Cushion been made by Professor F. W. Paish, who draws attention, 
of Private as did THE BANKER two months ago, to the striking change 
Savings that has taken place in the relationship between private 
and public saving during the past four years. On the basis 
of the national income figures he estimates that between 1950 and 1953 net 
Government saving, after allowing for provision for stock appreciation, fell 
from about £835 millions to £455 millions; and that in the same period net 
private savings rose from £1,050 millions to £2,185 millions. Most striking of 
all is the estimate that fully {730 millions of this increase was accounted for 
by the net saving of persons and unincorporated businesses; in 1950 the 
balance of personal saving had only just become positive, after the long period 
of dis-saving of the early post-war years. 

The revival of private savings has thus been of immense importance in 
permitting the considerable increase in expenditure on defence and social 
services to take place without any corresponding increase in taxation (indeed, 
the ratio of taxation to national income has actually fallen significantly) while 
yet leaving room for a modest increase in fixed investment—all to the accom- 
paniment of a marked reduction rather than intensification of inflationary 
pressures. But, as THE BANKER argued last May, the very fact that the 
increase in private saving has provided the cushion that has absorbed the 
big increase in public expenditure during these past four vears has ominous 
implications for the future. Private saving can hardly be expected to go on 
rising at its recent rate; but, even if it were to do so, it could not provide the 
shock-absorber against rising Government expenditure that it has lately done, 
because the surplus i in the public sector will have disappeared. Deficit-financing 
would admittedly then become justifiable, but in practice it would not be 
likely to become a sustainable policy as distinct from an expedient. 























Dilemma in Gilt-edged 


'HE monetary authorities, if one excepts those occasions shortly after 
Tine war when judgment was subordinated to the extravagant aspirations 

of a Chancellor, have a long and almost unblemished record of skill and 
shrewdness in their conversion and re-financing operations. There have been 
times when there was room for doubt about their broad underlying policy, but 
their technical skill has long been an object of admiration among all such 
connoisseurs in the gilt-edged market as can view the operations objectively. 
But objectivity is not easily sustained, for, needless to say, the best results of 
official skill and subtlety rarely make for the comfort of the market and are 
apt to set both dealers and investors some tricky and unforeseen problems. 
Every one of these qualities was certainly present in the operation announced 
on the last day of May. It was, perhaps, the most technically adroit manoeuvre 
that has been seen for a long time. It also has unusually far-reaching implica- 
tions. As these have unfolded, the institutional investors most directly con- 
cerned—and on this occasion the foremost among these are the big banks— 
have been brought face to face with the need for a radical re-thinking of their 
investment policies. 

At first blush, if one or two novelties in tactics were not fully appraised, 
the operation looked relatively harmless, if rather daring. The reduction of 
Bank rate and the inflow of foreign funds that g gave rise to it had created both 
the opportunity and the desirability of a new funding process, for the borrowings 
of the Exchange Account to finance its purchases of exchange had been 
swelling the volume of Treasury bills and tending to expand bank deposits—a 
situation that had some parallels with that of the autumn of 1950, when two 
separate operations were launched. This time the authorities were essaying 
conversion of a short bond into a slightly longer one and were simultaneously 
making an offer for cash, and, if the issue terms were very finely drawn, that 
was because the funding process, though desirable, was by no means urgent. 
The superficial conclusion was that ‘the ‘departments’ would be quite 
satisfied to take up the bulk of the new stock themselves, and to bide their 
time for resale through the taps. Perhaps they would have been. But, in fact, 
any such general judgment as this was very wide of the mark ; the novelties 
and subtleties of the operation were sufficient to ensure that even unattractive 
terms were eventually acceptable. 





SHOCK TACTICS FROM THE AUTHORITIES 

The first strategem was one of surprise. Although, for the reasons just 
mentioned, the market should have been expecting a Tefinancing operation, it 
certainly did not expect one of the kind actually chosen. The guiding principle 
of all the operations since the passing of the “‘ hump ”’ of the crisis in 1952 
had been a relentless lengthening of life for the successive new stocks. That 
principle had been apparent even in the autumn operations for refinancing the 
Serial Funding stocks which, since they originated in the compulsory funding 
that launched the ‘‘ new” monetary policy in 1951, have some claim to be a 
special case, because the stocks were then foisted on the banks in deliberate 
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replacement of liquid assets. In their strictly normal operations the authorities 
had for more than twelve months been working through the nineteen-sixties, 
with the latest issue dated 1969 (the 3} per cent. Conversion stock placed 
last February). Then, last month, they suddenly reversed this progression 
and selected a 34-434 year stock with a 2 per cent. coupon, and with the yield 
finely tailored to the existing market pattern. The £300 millions of this 2 per 
cent. Conversion Stock, 1958-59, that was offered for cash was priced at 99}, 
giving a redemption yield of just under 2} per cent. to the final date (January 
15, 1959). A few weeks before, virtually the same return had been obtainable 
from three months Treasury bills. 

The second strategem was also one of surprise—but of surprise amounting 
to shock. Within the next eight months the Treasury has to deal with no 
less than {1,270 millions of final maturities—the £535 millions of 1? per cent. 
Serial Funding stock due in mid-November and the £735 millions of 2} per 
cent. Exchequer stock due in mid-February. But instead of offering voluntary 
conversion to holders of these stocks, both of which have been shorts throughout 
their lives (and might, therefore, have been expected to be, on this ground also, 
an appropriate target for a new short), the authorities elected to assault a 
stock that was only optionally redeemable. Three such stocks were callable: 
the £824 millions of 2} per cent. National War Bonds, 1954-56 (from August 15), 
the £321 millions of National Defence Loan, 1954-58 (from July 15) and the 
{101 millions of 2? per cent. Funding stock, 1952-57. Perhaps the first looked 
too massive for anything stronger than a purely “ voluntary ”’ appeal, while 
the third looked too small to match the notable opportunity. At all events, 
the choice fell upon the medium-sized issue, which the market would probably 
have rated last in order of vulnerability to early redemption. And the 
authorities then rubbed salt into the wound by calling it for repayment on 
September 2, thereby shattering the convention (and market expectations 
based upon it) that repayment options are exercised so as to take effect only 
on an interest date. As an alternative to repayment in cash, holders were 
offered conversion into the new stock at par, plus 13s. per cent. in cash (repre- 
senting the 10s. discount offered in the cash issue and interest to the “‘ broken ”’ 
date). Hence, in this case too, the Treasury was giving nothing away. 

These, as it quickly proved, were shock tactics with a vengeance. So little 
had this particular repayment been expected that institutional investors— 
including the banks and some discount houses—had for some time past been 
adding notably to their already substantial holdings of the 1954-58 stock at a 
premium that eventually reached 101 3/16. Inevitably, the premium came 
tumbling down. Equally inevitably, the shock was not confined to this stock 
or even to the short bond market. Dealers and investors in the medium and 
even longer stocks were quick to see that the calling, on its earliest date, of 
the stock with the widest currently available option period marked a radical 
change of tactics. Stocks with spread dates that had been valued on the 
assumption of redemption at their latest (or, at any rate, a late) date were 
rapidly revalued on the hypothesis of early redemption, so that stocks below 
par moved up and those above par down. Some of these adjustments were 
extended, quite irrationally, to stocks whose earliest dates lie years ahead, 
regardless of the impossibility of guessing whether comparable market con- 
ditions will obtain then. But in the shorter stocks the threat looked real 
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enough, and the effect was to send many institutional investors scurrying out 
of the danger zone—if they could find any alternative offering a tolerable 
return, a task that grew increasingly difficult as the month proceeded. 


b 


No ‘‘ SHORT’ IN THE AUTUMN ? 


Among these many cross-currents, two major movements were clearly 
discernible. The first was directed towards the new stock. The banks, in 
particular, soon drew the obvious deduction that the authorities’ sudden swing 
from the medium market into the short—by present standards, almost the 
very short—was purely a tactical and opportunist move and could not be 
regarded as altering the underlying trend towards more genuine funding. And 
this, for them, was a highly unpalatable deduction; since it gave clear warning 
that if a short was conceded now it was unlikely to be duplicated in the autumn 
refinancing of the Serial Funding stock, despite the prominence of that stock 
in bank portfolios. Freedom for the banks from the objectionable compulsions 
or semi-compulsions of the funding operations of 1951-52—a freedom that was 
fully restored last autumn—was seen to have been bought at a price. Its 
corollary is freedom for the Treasury to drive the hardest bargain it can con- 
trive by market strategy (though not, of course, by using also the unnatural 
aids of the Dalton era), and to choose the life of its stocks without regard for 
the conventions followed in bank portfolios—even though the virtue of short- 
ness was being extolled (and how rightly) by the authorities themselves only 
a little time ago. The moral for the banks, and for other investors with similar 
needs, was not to wait until the autumn but to take the new short whether 
they liked it or not—and to do so both by conversion and for cash. 

In the event, the £300 millions cash issue was formally over-subscribed, 
and the market guessed the subscriptions from quarters other than the depart- 
ments at over {150 millions, with the banks’ share at perhaps {100 millions, a 
very much better result than had been expected at the outset. The conversion 
was even more strikingly successful, for the period allowed was a fortnight, 
during which these many implications were becoming more and more clearly 
seen. The total of the 1954-58 stock converted was {£292 millions, or more 
than go per cent. of the whole issue, so that only £29 millions remains for 
repayment in cash next September. By far the greater part of this conversion 
was certainly “ genuine ’’, in the sense that it represented stock held outside 
official hands at the time the operation was announced. The banks’ conver- 
sions are believed to have amounted to some {£150 millions. This result does 
not mean, however, that official conversions were insignificant. Private 
holders for whom the new stock was unsuitable were substantial sellers of the 
1954-58 stock in the race to realize some portion of the shrinking premium, 
and much of this stock was absorbed by the authorities themselves and was 
evidently converted by them. Part of the conversion applications therefore 
really represented a cash outlay by the authorities; and that was at least 
equally true of the cash applications—for the banks and others, for reasons 
already indicated, were sellers of the 1954 Serial Funding stock, which was 
likewise accepted by the authorities. On the other hand, the departments 
must have been able subsequently to make notable sales of the new stock to 
the market; its price has risen to a premium of 9/32, narrowing the yield (to 
1959) to {2 Is. per cent. Indeed, there are grounds for supposing that the 
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subsequent sales have been particularly important—but that the initial 
“ genuine '’ subscription may not have been so large as is popularly supposed. 

The true cash out-turn of the operation—and its eftect upon the supply of 
Treasury bills available to the banks and market—cannot, however, be gauged 
simply by these activities in the short bond market alone. The second major 
process that has been set in motion is a vigorous search by institutional investors 
for dependable medium stocks—those with a single date or with only a narrow 
spread of possible dates. And the effect has certainly been to lighten official 
portfolios. Stocks that were disdained last yvear—such as the 3 per cent. 
Exchequer stock, 1960, first issued in March, 1953—have become among the 
most prized in the market. During the first half of last month, while irre- 
deemables and long-dated stocks actually eased slightly on balance, the yield 
of this particular stock was pared down by almost } per cent., to 2 3/16 per cent. 





FORCING THE BANKs TO GO LONGER 

[It is small wonder that institutional investors—even those who are most 
anxious to keep short—are having to revise their ideas of what 1s an acceptable 
date, and to venture a number of steps beyond such stocks as these. It is an 
unwelcome process, and a very worrying one, for many of them. Thev are 
bound to keep in mind the possibility of a radical change in the trend, and 
their general confidence that the market 1s set fair for, say, six months at least 
is no real consolation for investment pressures such as these. Even though 
the course of the economy seems more assured than for a long time past, 
there are the perpetual risks of international politics—as last month’s spasm 
uncomfortably emphasized. And, aside from these possibilities, there loom 
ahead the incalculable risks of convertibility. 

[t should be noted, finally, that the pressure upon yields of short and 
medium stocks is being exerted also by influences spreading from the bill 
market. Competition for bills had been intensified even before the launching 
of the loan—the additional pressure coming this time from domestic quarters 
rather than from overseas. The loan operation naturally threatened a reduc- 
tion of the Treasury bill supply, and the greater its success as measured by 
the effect on official gilt-edged portfolios as a whole, the greater the threat 
appeared to be. The discount market, squeezed for months by recurrent 
waves of competition for bills, therefore made more drastic efforts to protect 
its portfolios, and raised its tender price at each of the first three tenders after 
the loan announcement, thus reducing the average discount rate from 34s. 3d. 
per cent. at end-May to 31s. 8d. per cent. on June 18. A drop of this magnitude 
inevitably accelerates the drive to find better vields in the bond market, and 
the pressure there passes the impulse up the line. 

When all these intriguing and complex influences that have flowed from 
the authorities’ action are surveyed as a whole, there will be few to challenge 
their claim to technical skill. But the very force of the tribute that is being 
paid to the authorities is merely an added worry for the banks when they 
view the fast approaching problem of replacing the short bonds that are soon 
to be repaid. The wider strategy of this operation has quite plainly been 
directed towards a preparation of the market in medium dates—and even 





medium-longs. It is a disconcerting implication for the banks and for many 
other institutional investors. 








1] 








Wheat and the Business Prospect 


ORLD wheat prices made a sudden and dramatic appearance last 

month in the very centre of the economic stage, starting new ques- 

tionings about the business prospect and jolting the complacence of 
prevailing optimism in the financial markets. So striking a turn merits more 
than passing interest, and it is worth enquiring why its reverberations were 
so wide. 

A long tradition links movements in the price of wheat with the oscillations 
of the trade cycle, a tradition that perhaps goes back to the centuries of the 
Pharaohs, with their sequence of fat and lean years. If so, it has since 
suffered a remarkable inversion. In Joseph's time there was no question 
but that the vears of plenty were the good years, whereas in the sophisticated 
and complex economic system of modern times abundance and falling prices 
have come to be associated with depression and unemployment. In all 
scrutinies of the behaviour of commodity prices over the period for which 
some kind of scientific measurement has been applied to them—since, say, 
the calculations of Jevons, which reached back to the middle of the eighteenth 
century—the price of wheat has held a dominant position. Its weight in 
modern index numbers is smaller than it used to be, but it is still important. 
And its significance as a reflector and anticipator of general economic conditions 
is emphasized by the fact that, even to-day, wheat is the most important 
single commodity entering into international trade. 


SHOCK FOR THE BULLS 

It is hardly surprising, therefore, that the recent break in the world price 
of wheat should have come as a most unpleasant shock; that it should have 
been immediately followed by a sharp setback in the world’s security markets; 
and that it should have sent economists and businessmen scurrying back to 
their charts and revising their views of the ease and speed with which the 
United States would emerge and recover from its mild recession of 1953-54. 
It should be added that this shock and the fears to which it led have proved 
decidediy short-lived—even though the financial markets faced almost simul- 
taneously the separate pressure of international political dangers, notably the 
deterioration in Indo-China and the fall of the Laniel government. In the 
third week of June Wall Street made a sharp and coniplete recovery from 
the drop that occurred immediately after the break in the wheat price, and 
there have been corresponding phases in the behaviour of the Stock Exchange 
in London. The eventual force of the rebound in stock markets was apparent- 
ly impelled by a reverse swing of the pendulum of political sentiment upon the 
news of the Prime Minister's visit to President Eisenhower; but there have 
certainly also been second thoughts about the implications of the flurry in the 
wheat markets. 

So long as the appraisal is directed solely to the immediate effects upon the 
domestic economy of the United States, there seems to be every justification 
for these second thoughts. The break in the world price of wheat was initiated 
by the U.S. Department of Agriculture, which controls the Commodity Credit 
Corporation; early last month it decided to increase by 10 cents a bushel the 
subsidy on the export price of wheat. This brought the U.S. export price 
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down from about $1.85 to $1.75 a bushel, a movement that had to be followed 
forthwith by the Canadian Wheat Board. But the immediate bearish reaction 
of Wall Street to this move, if it was based on the argument that the fall in 
wheat implied a substantial and imminent reduction in farm income in the 
United States, was in fact based on a fallacy. The agricultural price pro- 
gramme in the United States is unaffected by this drop in the export price. 
American farmers still receive for their wheat a support price that is based 
on go per cent. of parity. 


CUSHION OF U.S. PRICE SUPPORTS 


It is true that the Eisenhower administration hopes in the interests of 
economy as well as of sound economic development to alter this price support 
programme. To this end it sent to Congress a bill that would have sub- 
stituted for the present rigid parity programme a more flexible and less 
expensive method of underpinning agricultural prices. This bill has, however, 
failed to clear its first Congressional hurdle: the Agricultural Committee of 
the House of Representatives has insisted, by an overwhelming majority, on 
maintaining the price support programme on the existing basis of rigid parity 
payments. There have been rumours that the Presidential veto may be 
invoked to countermand any decision of Congress to renew the Act that governs 
the present price support programme. It is difficult to believe, however, 
that the White House would dare to take any such action between now and 
the November elections, in view of the political dynamite that would be 
touched off and the lack of political courage that the present administration 
has shown so far. It does not by any means follow, therefore, that any 
reduction of the American export price of wheat is associated with a fall in 
agricultural incomes in the United States. All that is involved is a further 
increase in the cost of the wheat subsidy and a likely widening of the budget 
deficit. The move could therefore have an inflationary and not a deflationary 
effect upon the American economy as a whole. Moreover, the drop in export 
prices could also cause a mild expansion rather than a contraction in American 
farm income. This is because it may help to get the grain moving and thus 
free storage space, for lack of which a good deal of wheat harvested in the 
United States has had to be sold in the past at less than the support price. 
On the other hand, the Secretary of Agriculture, Mr. Benson, has now decreed 
a reduction in the wheat acreage, from 62 to 55 million acres. This is the 
lowest acreage that can at present be set; yet Mr. Benson has estimated that 
under a free market the wheat acreage would amount to no more than 19 
million acres. 

These reassuring implications of the fall in the price of wheat are strictly 
related to the special circumstances of the American situation. It can be 
clearly shown that for the medium term—until, say, well into 1955—the 
vagaries of the international wheat market carry with them no threats to the 
income of the agricultural community in the United States or to the general 
level of business activity there. It is otherwise, however, for major wheat- 
growing countries such as Canada, Australia and Argentina, where the 
farming community is much less sheltered than it is in the United States 
from the vicissitudes of the world price. Even though the position is assured 
for the ensuing months in the United States, this is by no means neces- 
sarily true of the other major wheat-exporting countries of the world. In 
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view of this and of the continuing importance of the international trade in 
wheat it is still relevant to any study of economic prospects to enquire, first, 
whether the break in the world price of wheat is likely to go further; secondly, 
whether it is a symptom of more general maladjustment in the position of 
primary commodities; and thirdly, whether the movement and its contagion 
in other commodity markets may not proceed far enough to compel even the 
United States to temper its price-support programme and to pass on to the 
agricultural producer some of the cost of this fall in prices. 

On closer investigation the really astonishing aspect of this fall in the 
price of wheat is not that it should have happened but that it should have 
caused any surprise or shock. The observable facts and the published 
statistics have for a long time proclaimed the state of glut in the wheat 
position. If the pre-war situation is taken as the datum, the production of 
wheat has since risen more than proportionately to the growth of world 
population. In 1937 world wheat production amounted to 5,980 million 
bushels; last year it was about 7,100 million bushels. This increase is the 
combined result of an increase in acreage devoted to the production of wheat 
during the war and of a rise in the yield per acre in consequence of the more 
intensive use of fertilisers and of increased mechanization of farming. During 
the war years North America became the granary of the free world and the 
acreage under wheat rapidly extended. In certain European countries, and 
notably in Britain, there was a sharp increase in acreage and production as a 
logical and necessary part of the defence against the enemy's attempted 
(and at times all too successful) blockade. This increased production did not 
immediately make itself felt on the wheat market at the end of the war. One 
reason for this was the relatively enduring damage that had been done to 
alternative crops, and particularly to rice, in South and South-East Asia; 
this left a vacuum that had to be filled by exceptional exports of wheat to 
these regions. Another reason was the price support programme in the 
United States and its associated mechanism; when surpluses showed them- 
selves they were gradually piled as large reserves held for account of the 
Commodity Credit Corporation—and held off the world market. 





FROM SCARCITY TO ABUNDANCE 


When, therefore, the first International Wheat Agreement was signed in 
1948 it was discussed and negotiated primarily on the hypothesis that there 
was still a prospective shortage of wheat. That estimate appears to have 
been justified by the fact that during the whole five years of that first version 
of the I.W.A. the price at which wheat was dealt in under the agreement was 
the maximum of $1.80 a bushel (with, in the case of Canadian wheat, a sur- 
charge of 6 cents imposed unilaterally to cover carrying costs). During this 
period, 1948-53, the world price of wheat dealt in outside the I.W.A. generally 
remained well above the I.W.A. maximum. In the Chicago grain market the 
price of hard winter wheat was as high as $2.80 a bushel at the beginning of 
1948 and was still around $2 a bushel at the time when the I.W.A. was 
re-negotiating in 1953. That price was admittedly affected by the U.S. 
price-support programme and could not be regarded as a true and sensitive 
world price for the commodity; but the fact that the Canadian, Australian 
and Argentine prices tended to follow the lead of Chicago suggests that there 
can have been no abnormal artificiality in that price. Its behaviour implied 
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that the importing countries that signed the I[.W.A. in 1948 struck a good 
bargain by doing so. 

But by the time the wheat agreement was re-negotiated in 1953 the 
position had changed fundamentally. A succession of good harvests in 
Europe had lessened the dependence on dollar wheat; a striking recovery in 
rice production in Asia had not only averted the threat of famine but had 
considerably reduced the gap that needed to be filled by wheat imports; 
while production in North America had continued to expand and had swollen 
the carry-over to unprecedented proportions. In those circumstances the 
demand of the exporting countries for a raising of the range of minimum 
and maximum prices appeared to have little economic justification. Though 
Great Britain was prepared to go some way to meet this demand, it refused 
to sign the agreement at the new range of prices accepted by the other 
participants in the discussions—a range of $1.55 to $2.05 a bushel, compared 
with the initial range of $1.20 to $1.80. It is rather surprising, however, 
that the whole dispute in this re-negotiation should have centred in the 
maximum price, and that Britain should have refused to accept the maximum 
of $2.05 while it was seemingly prepared to accept one of $2. In the light 
of the prevailing circumstances, the important issue was not the maximum 
but the minimum price—as has been abundantly proved by subsequent 
developments. 

Britain's decision to abstain from the I.W.A. has had very little relevance, 
despite some arguments now being raised to the contrary, to the subsequent 
break in the wheat price. That movement was bound to come sooner or 
later, and the events that led to it provide a salutary illustration of the evil 
of doing violence to the free play of economic forces. In the wheat market 
that freedom has suffered most from the price-support programme of the 
United States and from the piling up of unsold wheat surpluses. The latest 
figures show that the four principal wheat exporting countries—the United 
States, Canada, Australia and Argentina—now have in reserve a carry-over 
of 1,600 million bushels. This carry-over shows an increase of about 600 
million bushels over last year’s, and it represents about two years’ normal 
exports from these four countries. 

This piling up of reserves has gone hand in hand with the maintenance of 
artificial prices, and this in turn has given positive and sustained encourage- 
ment to increases in production. This interference with the free play of the 
economic forces, it should be observed, has occurred not only in the United 
States, which at least has the excuse of being a natural and cheap producer 
of wheat, but also in other countries such as Britain where the arguments for 
maintaining the wheat production are less economic and more protectionist. 

In the circumstances the price of wheat was bound to crack. The fact 
that it has done so in recent weeks is due to the sudden realization in the 
United States that the pressure upon its storage space had become insup- 
portable in view of the need to accommodate what promises to be another 
bumper crop. For that reason alone part of the enormous carry-over had 
to be got moving. This, then, was the proximate cause of the Department 
of Agriculture’s decision to increase the subsidy on exports of wheat. 
Obviously it knew that this move would be immediately followed by price 
cuts by Canada and the other wheat-exporting countries; and the whole 
process was induced also by the realization that the importing countries that 
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signed the renewed wheat agreement last year had since shown no disposition 
to buy wheat up to their quotas. There is now only a month to go before 
the end of the I.W.A. year, yet little more than 50 per cent. of the import 
quotas have been fulfilled. This involves no dishonouring of the agreement by 
the countries in question since no compulsion is put upon them to buy except 
at the minimum price, and that has not yet been reached. But it certainly 
implies a prevailing feeling among the importing countries that prices are 
likely to fall, and that nothing will be lost by delaying their buying. 

The International Wheat Council, which met in London last month, 
made some attempts to stop the rot. In particular, it endeavoured to secure 
an understanding among exporters to avoid cut-throat price competition 
among themselves, and, secondly, to put pressure on the wheat importers to 
so faster in fulfilling their quotas, and, thirdly, to encourage Britain to 
reconsider its 1953 position and rejoin the I.W.A. This last appeal was 
founded on the contention that Britain should subscribe if only to prevent a 
complete collapse of the agreement, a runaway fall in wheat prices, and the 
possible initiation of a vicious downward spiral in commodity prices generally. 


RETURN TO FREE MARKETS ? 

There is little hkelihood, however, that the third of these objectives will be 
achieved. Britain is not alone in its attitude. Even in America there is 
among enlightened opinion a growing antagonism to the whole concept of 
commodity agreements such as the I.W.A. That view was admirably 
expressed in the report of the Randall Commission on foreign economic policy ; 
it was there argued that “ price fixing, particularly with reference to com- 
modities moving in international trade, is inherently incompatible with the 
pattern of private trade, free enterprise and non-discriminatory commerce 
among nations’. The Commission added that the chief significance of the 
International Wheat Agreement had been “ to accord official sanction on the 
part of the participating nations to the United States export subsidization of 
the United States quota when non-quota export prices were at or above the 
agreed maximum ’’. This led the Commission to the conclusion that the 
I.W.A. should be kept under critical review and that its termination in 1956 
should be given serious consideration. 

lor these several reasons it can be clearly seen that the influences playing 
upon wheat make it a very special case among the major commodities. The 
arguments that apply to it certainly do not apply to other foods such as meat, 
coffee, cocoa, tea—all of which have been firm or rising while wheat has been 
falling—or to other primary commodities such as wool, cotton, and _ base 
metals, which in recent months have shown no sign of catching the deflationary 
virus that has been so apparent in wheat. It is true that the cheapening of 
wheat should have some effect on other foodstuffs. If cattle raisers throughout 
the world are given access to really cheap cereals as cattle feed, the dis- 
equilibrium in the wheat market and in the relationship of wheat prices to 
other prices may be somewhat reduced; but there is no sign that psychological 
factors may make the weakness of wheat contagious for other commodities 
and thus have more far-reaching repercussions upon them. 

Fundamental adjustments are needed in agricultural production, and the 
best way to achieve them is to allow the demand and supply to adjust them- 
selves through the price mechanism, in a free market. There need be no fear, 
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nowadays, that these adjustments will set in motion a vicious deflationary 
spiral. So long as the disequilibrium has not been allowed to reach extremes, 
the price mechanism alone will correct it without untoward effects. And 
where, as in American wheat, a grotesquely unbalanced position has been 
created, political forces alone will always ensure that wider economic policies 
provide shock-absorbers when the top-heavy structure begins to sway. Ina 
different and a broader context, American credit policy has indeed provided 
a good illustration, during this past year or so, of purposive intervention by 
the authorities—and, significantly, by Republican authorities—to maintain 
the kind of economic climate in which a free economy dominated by private 
wants and competitive market forces can adjust itself to changes in demand 
without allowing those corrective adjustments to provoke a major recession. 
It is not, indeed, from the free use of the price system but from sustained 
interference with it that the worst dangers arise. 

Seen from that angle, the break in the price of wheat and even the promise 
of some further progress in this direction are developments that should be 
welcomed—even though for the time being they impinge only upon external 
demand and not upon America’s excessive domestic production of wheat. 
As a last thought on this problem, may we in this clever and subtle twentieth 
century occasionally recall the simplicity of Joseph’s economics—and _ find 
heart and means to welcome abundance instead of fearing it, whilst taking 
care to carry forward reasonable but not excessive reserves from the fat years 
for the lean ones that surely follow them. 











British Banks in Town and Country 


An Artist’s Sketchbook 
By Geoffrey S. Fletcher 


OR those who, like the writer of these notes, are unashamedly escapist, 

Tunbridge Wells, in common with one or two other fortunate spots, has a 

distinct period flavour. There is a gratifying atmosphere hanging about the 
tree-lined, brick-paved streets and a comfortable suggestion of afternoon-teas, 
retired colonels and ladies’ orchestras playing selections from Tie Merry Widow. 
Architecturally, the predominant style of the town is early Regency ; for 
although the curative properties of the water were known at a much earlier 
period it was in the late eighteenth and nineteenth centuries that Tunbridge 
Wells first became fashionable as a spa. 

The oldest buildings in Tunbridge Wells are centred around the Pantiles, 
so called from the red tiles used in paving. The Pantiles branch of Barclays 
Bank is at the entrance to the walk. It is a very good example of the adaption 
of a Regency building to banking purposes, with its use of coupled columns and 
a delicate cast-iron balcony (which is of course of more recent date). To the 
student of architecture the pattern carved above the door would appear to be 
of an abstract classical design ; those more versed in the mysteries of banking 
might prefer to regard it as derived from piles of overlapping coins. 

Further along the narrow street is the well, with its charming cast-iron 
columns. The affluent can purchase for just one penny a glass of the Chaly- 
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Specially drawn for THE BANKER by Geoffrey S. Fletcher 


The Pantiles Branch, Barclays Bank, Tunbridge Wells 


beate water filled by an admirable lady whose job it is to tend the springs. 
Those not given to reckless expenditure can drink the water for nothing from 
a chained cup at the lower well. Here one may sit sipping the bitter liquid, 
watching a scene unchanged since the days of wasp waists and bassinets. 
Only the people are different, and some of those not so very. There is a band- 
stand, too, and a huge early nineteenth century building known as the Pan- 
technicon with a statue, perhaps of Pallas Athene, looking down on piles of 
secondhand furniture. 
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Recovery and Crisis in France 
By George Soloveytchik 


Paris, Mid-June 

RANCE has always been a country of paradoxes but there has hardly 

ever been one so striking as that presented to-day by its unusual financial 

strength and new wave of industrial expansion in the midst of truly 
alarming political and military weakness. The political troubles of France do 
not suffer from want of publicity, but foreign observers give no corresponding 
attention to the country’s economic recovery. Yet in France, more clearly 
than in most other countries, politics and economics go hand in hand, and 
it is merely naive to try to consider the one without the other. France is 
neither the sick man of Europe as painted by its Jeremiahs nor the tower of 
strength suggested by recent numbers of the Bulletin Mensuel de Statistique. 
In its best traditions, it is something far more complex than either. 

It had been obvious for months before the recent crisis that M. Joseph 
Laniel’s Government was moribund, that it owed its longevity only to the 
tragic fact that the parties were too disunited to overthrow it and that there 
is no one in France to-day with sufficient political and moral authority to 
form a government with any hope of stability. But the economic and 
financial picture of France in 1954, unlike the political one, reveals almost 
unprecedented strength. The State's finances are, for the moment at least, 
healthier than they have been for some time, and industry, though still 
afflicted by many handicaps, has recovered remarkably after a year of stag- 
nation. These signs of strength are to a large degree reflections of essentially 
ephemeral forces; but they are none the less striking for that. 

Normally, in modern times, the French nation is rich and the State is 
bankrupt. It is indeed an unaccustomed situation that for once the State 
should be not merely solvent but should actually find its coffers full of gold 
and dollars—and of good French money whose domestic purchasing power has 
lately been unusually stable. Although business has expanded rapidly in 
recent months from the depressed levels of 1953 there has been no sign of any 
general increase in prices. The wholesale price index (1949100) stood at 
142.4 in April, 143.6 in March and 145.2 in March, 1953. 

The present strength of the French Treasury is best illustrated by the 
fact that in the opening months of 1954, instead of relying on advances from 
the Banque de France, it has actually reimbursed the Bank—for the first 
time in many years at this season—to the extent of 40 billion francs. Tax 
receipts have been swollen recently by the industrial revival. A fact that 
foreigners never believe, but that is nevertheless true, is that many Frenchmen, 
and not merely a virtuous (or stupid) few, really do pay most of the sums 
the State demands of them. 

The Treasury's budgetary receipts in 1952 and 1953 are summarized in 
the accompanying table; and when related to the national income figures they 
tell an unfamiliar story. The gross national product of France is estimated 
at about 12,000 billion francs. Thus the direct and indirect taxes together 
represent a tax burden of around one-third of national income. This is 
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approximately as great as in the United Kingdom and possibly even greater. 
That there is much tax evasion in France is true enough, especially where 
the peasantry and small merchants are concerned. These are important 
classes in France; but big firms in industry and commerce have fewer possi- 
bilities of evasion, whilst the huge army of salaried civil servants and employees 
in business have practically none at all. It is no coincidence, however, that 
a particularly large proportion of the State’s revenue is collected in the form 
of indirect taxes; though these leave little scope for evasion, they seem to be 
more congenial, or less galling, to the people of France. 

What is perhaps most significant in the paradox of French recovery is 
that the improvement in internal. finances and production has not been at 
the expense of a weakening of the balance of payments. The gold and dollar 
reserves continue to rise steadily, and are now believed to have topped 
$1,000 millions. The ‘“ black’ dollar, which in the summer of 1953 stood 
at 440 francs, had fallen by early last month to about 360; or almost down 
to the official rate of 350. Moreover, the deterioration that followed the fall 
of the Laniel government was exceedingly slight and was almost immediately 
reversed. Gold, that last refuge of hoarders, speculators and even small 


TABLE I 
BUDGETARY RECEIPTS IN FRANCE 
(Billions of francs) 














1952 1953 

Direct taxes .. o- ‘e ‘ - s - SLL 954 
Stamp duty, registrations, etc. = - ict is 150 150 
Customs wi i ea - ‘a “a “a 228 2438 
Indirect taxes .. a ‘ a oa ee we 1,241 1,235 
Social security taxes .. a ea ar me on 1,230 1,290 
Total tax revenue wie a8 ‘a - -- 3,660 3,883 
Monopolies and industrial activities on ea ‘a 35 49 
Tobacco and matches oa ‘a aa - wt 193 203 
Other receipts .. bia ~t re - ae ‘a 373 431 
Grand total - 7 a. “a we -. 4,316 4,500 


investors, has likewise shown a spectacular fall. In January, 1946, the 
20-franc gold ‘‘ Napoleon ”’ was worth 7,000 paper francs; it is now worth a 
mere 2,750 francs. The price of bullion has followed a similar course. The 
latest reflection of the strength of the franc is that the Government has been 
able to pay off well in advance two American loans, totalling $110 millions. 

What, it may well be asked, is the secret of this surprising situation ? 
How did it come about and is it likely to stay ? The first of these questions 
is easier to answer than the second. Dollars are pouring into France from a 
number of official American sources. First there are the “ off-shore pur- 
chases ’ and disbursements of military aid. In August of last year France 
borrowed $100 millions from the Export-Import Bank as an advance against 
these receipts. But the amounts it is to receive during the current year cover 
this advance several times over. About $400 millions is expected on account 
of military aid alone; future receipts from off-shore orders are more difficult 
to estimate. Special financial aid for the war in Indo-China is estimated to 
reach $385 millions, and further receipts on various miscellaneous accounts 
are expected to bring the grand total of special receipts to around $1,000 
millions. This total does not, moreover, include the dollar proceeds of 
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the very considerable spendings in France by American troops and civilian 
establishments. 

A large slice of these receipts is admittedly immediately earmarked to 
meet France's embarrassingly large deficits in the European Payments Union, 
which since the exhaustion of the French quota in October, 1952, have been 
payable wholly in gold. The deficit over the past year has exceeded $200 
millions, and there was little sign until May of any marked improvement. 
Moreover, the balance of payments with O.E.E.C. countries has still to. feel 
the full impact of April’s partial liberalization of imports (discussed below), 
since the temporary additional duties that were simultaneously imposed have 
acted as an effective deterrent to many importers. France has to face not 
only the removal of these duties but also the eventual liberalization of its 
European import trade to the O.E.E.C. minimum of 75 per cent. But while 
special receipts from the United States continue to flow in on the present 
scale, France could afford, from the standpoint of its reserves at least, some 
increase in its deficit with Europe. 

The substantial sales of gold to the French Treasury that have been made 
in recent months have been caused by a combination of circumstances. 
Prominent among them have been the increasing need for liquid resources, 
fears of a further fall in the gold price, anticipation of further Russian sales, 
the firmness of the franc on the exchange markets, and—until quite recently 
at least—the wave of more hopeful sentiment about the international situation. 
The Government, which is an eager buyer, views its gold purchases with great 
satisfaction. Sooner or later there will be another devaluation of the franc, 
and the State will make a handsome book profit on its holdings—such gains 
are rated more highly in France than they ever would be in Britain. Mean- 
while, the solid advantage is that the national reserves are gaining at the 
expense of the private hoards. 


How Lone Can Arp LAstT? 

Now, however, there arises the really vital question, with all its ugly 
political ramifications: how long can the fortunate buttressing of the reserves 
last ? American aid has been closely connected with the continuation of the 
war in Indo-China and with the long hoped-for ratification by France of the 
treaty setting up the European Defence Community. There have long been 
many powerful French voices calling for the speediest possible negotiation of 
a compromise solution in the Far East, to end a conflict that is bleeding 
France of its best man-power and that is making huge demands on its 
financial resources. A substantial portion of the cost of the war is indeed 
reimbursed in dollars, but there are few Frenchmen who would be content 
to see the war in Indo-China capitalized as a dollar-earner. And now, after 
the departure of M. Laniel and especially of M. Bidault, and the advent of 
M. Mendeés-France with his pledge to secure an acceptable compromise or go, 
the turning point looks near. Even more profound has been the opposition 
to the rearmament of Germany and to the E.D.C. agreements—an opposition 
that has cut across all parties and includes venerable Radicals such as Edouard 
Herriot, Conservatives such as Jacques Bardoux, Socialists such as Jules 
Moch, and a host of others. Even the greater part of the permanent staff of 
the Foreign Ministry, with the solitary exception of Hervé Alphand, French 
delegate to the North Atlantic Treaty Organization, has long been known to 
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be against it. And the change of government this mid-summer seems to 
have struck the mortal blow at E.D.C.—without furnishing any possibility of 
an acceptable alternative. 

Quite apart from the political, diplomatic and psychological implications 
of these two burning issues, there is a vital economic question at stake: what 
happens to France’s external finances if America withdraws its aid after 
fighting has stopped in Indo-China, or after the shock of the demise of 
E.D.C.? It is generally believed that no solution concerning Germany can 
be reached in the foreseeable future. The entry of Germany into N.A.T.O. 
may become the subject of international discussion in the search for a 
substitute, but, even at best, any such explorations must mean further 
interminable delays—with, meanwhile, only slender hopes of eventual success. 

Will the Americans go on paying and waiting? And for how long and 
on what terms? These questions plainly allow of no definitive answer; but 
they plainly show that, even apart from any risks of a renewed downturn in 
American business activity, France's present strong dollar position is extremely 
precarious. It hinges on issues that are for the most part of a purely political 
character and are also beyond the control of France itself. 

[It is important, however, that the foreign observer should not be misled 
by the chaos of French domestic politics. He may recognize that instability 
of governments is one of the nation’s oldest traditions and _ profoundest 
maladies; but he rarely gets the problem into perspective. The much 
maligned Third Republic, which lasted from 1871 to 1940, covered a tremendously 
successful period of French history; yet in those seventy years France had 
105 Cabinets—even excluding minor government reshuffles. This meant an 
average of eight months per government, and in the last years before the 
collapse of Ig40 governments came and went much faster than that. The 
Fourth Republic has been cursed with the same malady to an even greater 
degree. When M. Mendes-France took the stage recently, he was essaying 
France's twenty-first Cabinet since the Liberation. And this effort was well 
in the tradition that France’s political crises occur as often as not at moments 
when grave issues at home or abroad cry urgently for firm decisions. 


IRRELEVANCE OF PARTY LINES 

Yet, through all this procession of governments, the immediate causes of 
Cabinet crises have generally been of slender importance——though behind the 
trifling incident that finally brings a government down there are usually far 
deeper reasons. At the present juncture there is a profound division of 
opinion within each of the political parties. This is true not only of the 
Conservatives, the Centre, the Radicals and the Socialists, but even of the 
Communists, who maintain their own sinister ritual of periodic purges. 
Other parties at least argue quite openly with one another or within their 
own groups; and the striking fact that emerges is that most of the present-day 
issues cut clean across all party lines. Thus Socialist may disagree with 
Socialist, or Radical with Radical, on the question of the war in lado-Chins. 
or the rearmament of Germany; each accordingly finds plenty of support 
among members of other parties that are equally divided. French politicians 

show a remarkable degree of unity in disagreement on fundamentals. 
Yet despite the divi isions of the French body politic and the ensuing 
ineffectiveness of its governments, there can be no room for doubt about the 
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extent of the country’s economic achievement. When France was liberated 
in the summer of 1944 economic activity was almost at a standstill. But by 
1947 industrial production had surpassed its pre-war level, and two years later 
it had reached that of 1929, the peak year before the war. By early 1954 it 
had recovered from the setback in 1953 and was II per cent. above the 1929 
peak and half as great again as in 1938. This increase in output of 50 per 
cent. since the immediate pre-war years 1s approximately equivalent to the 
increase recorded in the United Kingdom over the same period. But in 
France it was achieved with an increase in the labour force of around 10 per 
eent., considerably less than in Britain. 

. The post-war industrial expansion has been particularly marked in the 
basic industries. Output of coal rose from 47.5 million tons in 1938 to 54.6 
millions in 1953; steel output rose from 6.2 million tons to over 10 million 
tons, and generation of electric power from 21,100 millions of Kwh. to 41,300 
millions. Production of motor vehicles expanded still more swiftly, from 
244,000 units in 1938 to 497,350 in 1953. This record of improvement, 
remarkable in itself, becomes particularly striking in the light of the damage 
and devastation suffered by France during the war. The total value of this 
destruction has been estimated at some £6,000 millions; it meant that post-war 
recovery had virtually to start from scratch. 

Yet this increase in production is still considered inadequate by many 
experts. It must be remembered that in 1938 French industry was in a state 
of real stagnation. Above all, it is claimed that productivity could be greatly 
increased. Some vital problems in the eternal triangle of the State, capital 
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and labour remain unsolved and produce some vexatious situations. They 
include the diversion of resources into less productive industries, or into less 
efficient business units, in order to escape taxation; the fixing of certain 
patterns of wages, and even prices, not by management but by the Govern- 
ment, in attempts to fight inflation; and adherence to traditional and rigid 
patterns of work. In all fairness it must be said that the French workman, 
unlike the worker in so many other countries, is prepared to perform almost 
any effort and to put in any amount of overtime in order to earn extra money. 
Militant trade unionist or card-carrying Communist he may be, but where his 
pay-packet is concerned forty-eight or even sixty hours of work a week do 
not seem too much. The current average of hours worked is forty-five a week. 

The all-round increase of production that has been achieved has enabled 
France not only to satisfy most of its domestic requirements and to reduce 
its imports but also to expand its exports to over 80 per cent. of their volume 
in 1938. This expansion has been particularly marked in sales to countries 
outside the French colonial empire. Towards the end of 1953 exports 
recovered appreciably from the fall that occurred in 1952 and extended into 
the first half of last year. For the year as a whole, however, exports were 
well above their level in 1952, though still below the record reached in 195r. 
Imports fell still more strikingly, so that the adverse balance of trade fell 
from 413,500 million francs in 1952 to 206,500 million francs in 1953. There 
was a further reduction in the deficit in the first quarter of 1954, but the gap 
is still too large for comfort. 

The reasons for this are not immediately apparent. The proportion of 
imports covered by exports in 1953 was indeed greater than in pre-war years 
—at 8I per cent. compared with 66 per cent. in 1938 and 79 per cent. in 19209. 
Before the war, however, the adverse balance usually sustained on visible 
trade was more than fully covered by invisible earnings, and in pre-war 
circumstances a trade gap of the present size would have been of little conse- 
quence. But Irance, like Britain, was compelled to liquidate a large proportion 
of its income-earning foreign assets during and just after the war. More- 
over, tourist revenue in France—for generations a regular fount of foreign 
exchange—has suffered a severe setback. The French balance of payments 
cannot now support as large a visible deficit as it did before the war. 

If, therefore, the necessary level of imports is to be sustained, French 
exports must be increased still further; and there is a general consensus of 
opinion that they could be. Perhaps the greatest contribution that could be 
made to this end would be a reduction of the disparity between French and 
foreign prices. A number of committees have recently given evidence of 
this disparity. Apart from its direct deterrent effect, it has been held, by 
the journal L’Economie, for example, that the disparity exerts a discouraging 
influence on exporters of all products. The journal complained that France 
was not sufficiently export-minded and called on the Government actively to 
stimulate exporters. * 

Among the many reasons that French experts have been putting forward 
to explain France's recent difficulties as an exporting country there is one 
that deserves special attention. This is that since France is the only nation 


— 





* In fact, of course, the French Government at present grants its exporters special incentives, 
consisting of substantial rebates of taxation and permission to retain a portion of their dollar 
earnings, on a scale greater than the government of any other O.E.E.C. country.—ED. 
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in Western Europe that applies the Geneva convention of 1952 providing for 
equal pay to women for equal work, it is in a disadvantageous position as an 
international competitor in those branches of industry in which a large number 
of women are employed—as, for instance, the textile industry. But, granted 
that differential pressure may thereby have been put upon certain industries, 
is there any justification for regarding the handicap as different in kind from 
any other particular international disparity in the country’s wage structure ? 

But, despite the numerous and highly publicized troubles of French 
exporters, exports rose in 1953, aS has been shown above—and the balance 
of payments of the franc area—and in particular the balance of metropolitan 
France, which accounts for by far the greater part of the transaction of the 
whole—underwent a remarkable transformation, exhibiting yet another facet 
of the paradox of France. This is apparent from the accompanying table. 
The deficit on current account fell from $1,063 millions in 1951 (charac- 
teristically enough, the official French statistics of the balance of payments 
are expressed not in francs but in dollars) to $659 millions in 1952 and to 
$220 millions in 1953. The improvement became particularly marked during 
the second half of 1953, when there was a surplus of $56 millions. 

Three main factors have contributed to this improvement. There has 
been, first, the favourable swing in the terms of trade, with sharp falls in 
prices of certain imported raw materials. Secondly, net receipts from 
shipping and other “invisible ” exports have risen considerably, from $38 
millions in 1952 to $215 millions in 1953. Finally, net dollar income has 
been expanded, primarily by the large increase in the “ special ’”’ receipts, 
but also as a result of a marked reduction in the visible deficit with the dollar 
area—from $138 millions in 1952 to $70 millions in 1953. Against this 
improvement must be set a still further deterioration of France’s balance 
with the sterling area; but its balance with the rest of the E.P.U. countries 
has improved substantially—to some extent, of course, as a result of the 
tight governmental control over imports from these countries. 

It is understandable that, after the acute difficulties of recent years, 
metropolitan France should rejoice over its improved economic position. In 
1954, for the first time since the war, economic improvement and financial 
consolidation have gone hand in hand. In 1951 and 1952, for instance, an 
expanding economy was accompanied by a chaotic financial situation, while 
in 1953 the finances remained in jeopardy but the economy stagnated. Yet 
even if the present state of the economy can be described as technically 
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brilliant, there can be no question about its precariousness and its vulnerability 
to both French and American uncertainties. 

There are, moreover, other appearances that may be equally deceptive. 
As René Sedillot, the witty editor of La Vie Francaise has succinctly put it, 
‘tout va bien, et rien ne va plus’’. Not a single one of France’s fundamental 
problems has been solved; indeed, the recent strength, ephemeral though it 
may largely be, seems to have been used as an excuse to shelve the more 
basic problems. There is no shortage of these. France is badly in need of 
constitutional reform, social reform, and monetary reform. 

Despite the strong financial position of the Treasury at present, for 
example, the Exchequer deficit for. 1954 as a whole is likely to exceed the 
budget estimates. The long-term problem remains as intractable as ever. 
No French Government has yet found a way either of properly balancing a 
budget to include capital items, or of completing it in time. It is the tragedy 
of modern France that successive governments are constrained to go from 
expedient to expedient, and from compromise to compromise. Some years 
ago, for example, the budget year was divided into four quarters; but when 
the Government discovered that the necessary legislation could not be passed 


TABLE II 
BALANCE OF PAYMENTS OF FRANC AREA 
(Millions of dollars) 





1953 
1951 1952 First Second Total 

half half 
Imports (f.o.b.) .. £3 Ks 3,72: 3,112 1,542 1,412 2,954 
Exports (f.o.b.) .. es ea 2,860 2,415 1,228 1,291 2,519 
Visible deficit .. a .. — 863 —- 697 —- 314 — I21 ~ 435 
Invisible items (net) .. ..  — 200 - 38 - 38 +- 77 + 215 
Total current balance .. — 1,063 —~ 659 —- 276 + 50 —- 220 


in time, and that the estimated revenues were nowhere near being collected, 
it neatly added a “ fifth quarter "’ to the vear—an elegant and amusing decision 
but hardly a fundamental solution. 

Moreover, quite apart from the problem of how to put the nation’s finances 
on a sound footing, there are a number of central issues of both political and 
economic policy on which the members of the Laniel Government remained 
at complete loggerheads with one another throughout the duration of their 
unhappy coalition—and on which there is little prospect of greater unity in 
the early future. There is for instance the question of the appropriate 
policy to take full advantage of the present comfortable state of the balance 
of payments. For many months now the O.E.E.C. has been pressing France 
to carry out some far-reaching measures of trade liberalization and a similar 
recommendation has recently been presented to the French Government in 
the form of a strong report by a special commission of French experts, under 
the able chairmanship of M. Roger Nathan. The gist of this report is that 
there now exists a favourable opportunity to carry out the double-pronged 
operation of unfreezing French foreign trade by liberalizing at least 80 per 
cent. of imports and to devalue the franc to a level more commensurate with 
its true international purchasing power. 
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It is no secret that the O.E.E.C. has been pressing for such a solution for 
some time and that M. Edgar Faure, Minister of Finance in the Laniel Govern- 
ment and still today, favoured liberalization but not devaluation, which he 
feared would lead to a rising spiral of wages and prices. His colleague, the 
Minister of Industry and Commerce, on the other hand, was willing to accept 
liberalization to only a very limited degree and accompanied by additional 
protective tariffs and other allegedly antidumping measures. After end- 
less bargaining, agreement was eventually reached at the end of April to 
liberalize imports from O.E.E.C. countries to the extent of 53 per cent. (of 
the 1948 import total) immediately and to increase this proportion to 65 per 
cent. in November. But the Government limited the effectiveness of these 
measures by imposing at the same time a special ‘‘ compensation duty ”’ of 
10 to 15 per cent., ostensibly to facilitate the adjustment of French industry 
to the new conditions; and it granted a number of other measures that have 
had the effect of subsidizing certain raw materials. 

The new Prime Minister is, of course, engulfed in external problems of the 
highest urgency and delicacy, and by these he will stand or fall. But if he 
does succeed in surviving these first crucial tests, M. Mendes-France would 
do well to lose no time in putting before the nation proposals for some of the 
necessary far-reaching reforms. For a successful programme he will need the 
support of public opinion; and that will not be easy to obtain. Frenchmen 
have never had much respect for their Government—whatever its shape, 
form or colour—and have little use for professional politicians. This was so 
even in the good old days, when it was sufficient to mention the name of 
Cabinet Minister, Senator or Deputy to unloose a torrent of personal abuse. 
To-day the Frenchman’s passion for tearing his chosen representatives to pieces 
is stronger still. 

Yet France simply cannot afford any more the luxury of bad politics, of 
parliamentary deadlock, of constitutional and administrative paralysis. Time 
is pressing, and political inaction on reforms of the very structure of the 
economy and the constitution must not be allowed to destroy the real economic 
recovery that has been achieved since the liberation against such tremendous 
odds. When in opposition, M. Mendés-France declared at a Radical congress, 
in a fervent plea for far-reaching reforms: ‘‘ We are in 1788”. That was 
a year ago. 
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Profits in Lombard Street 


URING these years of transition to a flexible monetary policy the 
| )rondon discount market has been giving yet another demonstration of 

its adaptability. This capacity to adjust the nature of its business or 
methods of operation to big changes in monetary circumstances has perhaps 
been the most striking characteristic of its hundred and fifty years’ existence 
as a separate unit in the banking mechanism, as previous articles in this 
annual series have shown.* At many points this latest change has, of course, 
taken the form of a revival of habits and techniques of operation that were 
familiar, and even traditional, a quarter of a century ago; but it would be a 
sreat mistake to suppose that this made the process an automatic or facile one. 
_ The change from pegged to flexible money rates, and the revival of the 
traditional sanctions of central banking control, naturally affected the discount 
market more directly and more radically than any other part of the banking 
system. But many members of the post-war market had had little or no 
experience of the “ old ” orthodoxy, and others found it hard to guess how 
far the earlier precedents would serve as a guide. Moreover, during the long 
phase in which rates remained virtually stabilized, the market’s scale of 
operations, both in relation to the size of the banking system as a whole and 
especially in relation to its own capital resources, had been greatly increased. 
And an important part of this expansion of market portfolios had taken the 
form of bonds. It therefore appeared that the risks that are inseparable 
from a system of fluctuating rates might carry much graver threats to the 
market than they ever could have done in former times. During the years 
of mechanical and riskless dealings in bills at infinitesimal profit-margins, but 
of generally good and sometimes handsome profits from bond-dealing, the 
mere suggestion that short money rates might one day rise sent cold shivers 
down the spines of all but the boldest in Lombard Street. The opportunities 
for profit from skill in dealing and shrewdness in judging risks in a régime of 
fluctuating rates seemed of little account beside the incalculable dangers that 
such a régime might bring. ) 

Now, as they look back from this third year of the transition to flexibility, 
most members of the market may find it hard to recapture the emotions and 
fears that gripped them when the possibility of change loomed up suddenly 
on the morrow of the election of 1951. The transition has proceeded much 
more smoothly, and with much less pain, than anyone expected. But although 
the fears had been exaggerated, they were not groundless. The discount 
market took a hard knock in 1951-52, notably from the depreciation of its 
bond portfolios, which made a sharp inroad into its inner reserves. These 
had been prudently husbanded from the years of lush and easy profits against 
precisely such a contingency, and in the event every one of the nine discount 
houses that were then public companies (there are ten such companies now) 
met the strain without reducing either its dividend or its published reserve 
fund. But if the pressure had been further intensified before the market had 











* See especially the two opening articles in the series, in THE BANKER for March, 1947; and 
articles in each August issue for the years 1948-53. 
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had time to repair the hidden damage, some real difficulties might have arisen. 
A discount house cannot shrug off a depreciation of its portfolios on the 
ground that it 1s only a “* paper "’ loss; it has to put up security for virtually 
the whole of its borrowings, so that depreciation beyond a given point would 
compel it to convert a “ paper ” loss into a realized loss. 

After the second increase in Bank rate, in the spring of 1952, some of the 
smaller discount houses probably found themselves disquietingly near this 
danger point, yet they could not even then feel sure that money rates would 
not rise still further. But the characteristic of a general rise in rates is that, 
although it plunges the market into a loss (or a sharply reduced gross profit) 
in financing all securities acquired on the lower yield basis, it normally widens 
the current gross margin between borrowing costs and portfolio yields on all 
new purchases of securities. And this favourable aspect, the widening of 
current margins, was especially pronounced in 1951-52, because the change 
had not been anormal movement from one flexible rate toanother but a radical 
departure from a system of rigidity of bill rates in which the margins had 
been squeezed to the very limits of what could be justified by the almost 


TABLE I 
DISCOUNT COMPANY PORTFOLIOS AND CAPITAL, 1953-54 


(Companies shown in order of size of Published capital resources 


(f mns.) 
Published 
Capital Total 
Resources’ Investments Bills Portfolio 
Union Discount Co. of London, Ltd. 31/12,53 8.761 97.05 41.50 238.55 
National Discount Co., Ltd. 31/12/53 oa 5.841 75.19 Itt.24 186.43 
Alexanders Discount Co., Ltd. 31/12/53 4.252 68.53 74.97 143.50 
Cater, Brightwen & Co., Ltd. 5/4/54 2.729 20.64* 33.68* 104.32 
Ryders Discount Co., Ltd. 31/5/54 2:23 22.15 51.91 74.06 
Gillett Bros. Discount Co., Ltd. 31/1/54 2.106 22.62 51.62 74.24 
Smith, St. Aubyn & Co., Ltd. 31/3/54 1.706 20.62 59.34 80.46 
Jessel, Toynbee & Co., Ltd. 31/3/54 1.454 15.73 41.40 Sf 22 
Allen, Harvey & Ross, Ltd. 5/4/54.. I. 359 15.13 30.990 a3.52 
King & Shaxson, Ltd. 30/4/54 1.189 10.69 29.67 40. 36 


* ““ Short-dated securities " included in the bill portfolio. 


risk-free conditions that rigidity ensured. Accordingly, the urgent hope of 
the discount houses during the grim phase of 1952 was that, if there had to 
be yet a third rise in Bank rate, the blow would not fall upon them until they 
had had time to gather from the improved current margins sufficient resources 
to strengthen their impaired defences. 

In fact they have fared a great deal better than this. The discount market, 
like Britain’s economy as a whole, has prospered in these past eighteen months 
or so in a fashion that no one would have dared to predict when the “ hump " 
of the crisis was reached at mid-1952. The ensuing phase, as we recorded in 
THE BANKER last August, was one of consolidation and recovery for the 
market. The Bank rate did not rise again, but in spite of the reviving con- 
fidence the monetary authorities prudently decided to keep monetary 
conditions taut, so that bill rates were virtually maintained and, with them, 
the market’s current margin over short loan rates. At the same time, the 
vigorous recovery of the gilt-edged market wiped out most of the depreciation 
that had been suffered on short bonds and automatically buttressed the 
discount houses’ inner reserves. The phase of continuing anxiety, when most 
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houses were feeling that it would be wise to keep down their commitments so 
far as possible, and especially in the bond market, gradually gave place to one 
of confidence and good profits; and for most or all of each of the differing 
periods covered by the latest published accounts of the several houses the 
market has certainly been enjoying conditions of quite exceptional profitability. 

Mainly because of the peculiar complexities of the incidence of taxation 
upon discount market business, fluctuations in published profits are probably 
even less reliable than are those in the banks’ figures as a guide to true earnings 
experience. But, as Table III shows, the story of strain and of subsequent 
strong recovery stands out unmistakably from the published accounts for the 
past three or four years. Every one of the companies for which complete 
figures are available shows either in its latest accounts or in those for the 


TABLE II 
MONEY AND BILL RATES, 1951-54 
Nov. 7, Nov. 9, Mar. 14, Sept. 16, Sept. 25, May 12, June 18, 
1951* LO51F 1952 1953* 1953T 1954* 1954 
Oo Oo O Oo oO O O/ 
Bank of England: 
Bank Rate .. be 2 24 4 4 348 348 38 
‘Special ’’ Rate? .. —- 2 34 34 — — — 
Discount Rates: 
Bank Bills, 3 Mths. 1} 3 3 2 as 24 r2 
4 7 C3 34 34 2h 22 ot 
«= © Ih tj 34 34 25 2] t 48 
Trade Bills, 3 Mths. 13—24 2}-3 4-5 4-5 34-44 3-34 23-3 
4 oo» 2-24 23-3 43-5 44-5 3i-44 3-4 24-33 
6 » 23-33 3-4 43-5 43-5 4-43 33-43 3—4 


Treasury Bills: 
Allotment rate .. 10/2.38d.' 17/2.96d. 46/3.64d. 47/11.85d.) 42 8.05d. 40/10.84d.'" 31/7.57d. 
Clearing Banks’ Buying 
Rate from Market: 


Bank Bills f i} 27 23 2,,-2 4, 1 
Treasury Bills “s } : 2} 2 2§-2} 2 1 4g-1 2 
Clearing Banks’ Call 
Money: 
Against Bank Bills ; 1} 24 21 2 2 i! 
Treasury Bills 4 ; 2 2 1; ;} r} 
- Bonds ; 1} 24 24 2} 2} 13 
Clearing Banks " Deposit 
Rate .. , | 2 2 1} 1} 1} 
* Eve of Bank rate change. + Friday after Bank rate change. 


* Seven-day loans to market against Treasury bills. 
5 Minimum rate of discount and seven-d: iV loan rate for all collateral. 
At preceding tender. 


preceding period a big rise in profits from the low point. The latest profits 
are higher in every case, and many of them reach record levels, but companies 
that achieved a big recovery in the previous year generally show more modest 
movements this year. (It should be noted, however, that both the fall and 
the recovery in the published figures of these companies were exaggerated by 
the fact that their accounting dates fell immediately after one or other of the 
two increases in Bank rate.) 

Moreover, every one of the nine houses that were public companies 
throughout the period has either raised its dividend or made a bonus issue by 
capitalization of published reserves (in some instances by utilization of share 
premium account). There have been four “ straight ’’ increases in dividend, 
one made last year (by King & Shaxson, from 10 to 12} per cent.) and three 





30 - THE BANKER 








_—_—_— ——_ —_ ae 


this year. Of these latest changes, two were also of modest proportions: 
Jessel, Toynbee and Smith St. Aubyn both raised their payments from 8 to 10 
per cent. (but the latter company’s payment was equivalent to II per cent. 
because the I-in-5 bonus shares ranked for the final dividend), while 
Alexanders broke away from the 173 per cent. dividend consistently paid since 
the war and distributed 25 per cent. (one-fifth of this by way of cash bonus). 
In three instances nominally unchanged dividends were effectively increased 
because scrip bonuses enlarged the final payments, but the increases thus 
secured were small (Union Discount scrip bonus 2-in-25, Cater Brightwen 
1-in-4, and Allen, Harvey & Ross 1-in-6, effective for that company’s tran- 
sitional accounting period of just over six months to April 5 last). In two 
instances the bonus issues did not affect the distribution, but both promise 
bigger payments for the current year. Gillett Bros., when maintaining its 
dividend at the 12 per cent. paid for the previous seven years, specifically said 
that it hoped to hold this rate on the capital as increased by the I-in-5 
capitalization. The National Discount, as was to be expected of one of the 
‘“ Big Three ’, was silent on this point; but this company, like the Union 
Discount, has regularly paid 10 per cent. and its I-in-3 bonus follows the 
precedent set by the Union in 1951. The remaining bonus issue presented an 
interesting oddity: King & Shaxson’s bonus of 2-in-7 took the form of 5 per 
cent. cumulative second preference shares. 

The significance of this almost general use of the device of scrip bonuses 
so soon after a spasm of difficulty for the market should not be overlooked. 
Obviously it derives from the normal consideration that it is sensible to keep 
nominal capital in reasonable relationship to true capital, so that dividend 
rates are not irrationally distorted and liable to misconstruction by the ill- 
informed. But the fact that this argument leads the discount houses into 
the capitalization of published reserves at this particular stage plainly demon- 
strates that they are well satisfied with their inner position; and in view of 
the shocks they have experienced in recent years, that satisfaction presumably 
takes due account of the fact that under flexible money conditions their risks 
must always be larger than they seemed in conditions of rigidity. 

In other words, it is reasonably deducible that the market’s cushion of 
inner reserves has not only been restored but is at this moment larger now 
than it was before the shock of 1951—because it most certainly needs to be 
larger, and capitalization of published reserves would otherwise have been 
imprudent. This deduction does in fact conform with the general impression, 
which is that the total true capital resources of the twelve discount houses— 
including paid-up capital and all reserves—are now in the region of £45 
millions, certainly the largest ever achieved. The corresponding estimates 
given in previous articles in this series showed £37-38 millions for mid-1951 
and {33-34 millions for mid-1952; the assumption made last year that this 
damage had just about been made good by mid-1953 was probably over- 
cautious—the total may by then have reached {40 millions. 

The basis for this striking surge forward has already been indicated. It 
lay in the maintenance of good current margins from bill-dealing and in the 
simultaneous recovery of bond prices. But these influences—partially non- 
recurring influences, it should be noted—would not by themselves have 
produced such spectacular results, especially as certain less favourable 
influences had begun to emerge. By the first half of 1953 the recovery of 
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bonds, though it was replenishing the market’s inner reserves, had carried the 
vields obtainable from newly-acquired bonds down to levels that offered only 
an exiguous profit-margin over the cost of bond money. For a time, some 
houses saw little future in bond business except of the in-and-out kind, and 
allowed their portfolios to run down still further. Their interest was focused 
then on the good margins from bills; but the relative attractions of bills soon 
began to force themselves upon many institutions outside the market. The 
second adverse influence, which has persisted and indeed strengthened right 


TABLE III 


NET PROFITS (AFTER TAX) AND EQUITY DIVIDENDS 


(Scrip bonuses shown in brackets) 





Years to varying dates (see Table I) 1950-51 1951-52 1952-53 1953-54 
£ £ £ t 
Union Discount 326,985 331,533 321,957 367,852 
10% 10% | 10% 10% 
(I: 3)T 2 :25)t 
National Discount 301,522 300, 256 297,132 360,648 
10% 10% 10% 10% 
(r : 3)* 
Alexanders Discount . . 165,100 140,550 176,550 281,600 
| | 172% 173% 173% 20+ 5% 
Cater, Brightwen 139,949 140,111 140,408 160,004 
103% 16$% 163% 153% 
| | 1: 4)t 
Gillett Bros. Discount 155,370 136,573 110,035 150,350 
12% {2° I »9/ 12% 
ee = {@ = /@ Oo 
r : §)* 
Smith, St. Aubyn 100,441 36,697 60,828 107,419 
5% 8%, ay A 10% 
(r : 5)T 
Jessel, Toynbee 77,612 46,190 111,064 115,918 
8%, 8Y, 8% 10% 
Allen, Harvey & Ross 87,999 89,619 55,485 92,4203 
10% 10°, 10% 10% 
I : 6)* 
King & Shaxson 54,508 949 74,080 93,850 
53455 44,94 /4 350° 
10% 10%, 124% 124% 
> + »)\* 
ai 
Aggregate : Nine Houses 1,409,492 1,272,478 1,364,389 1,799,757 
Ryders Discount (Profits before tax§) 279,289 86,748 163,249 445,554 


*Bonus shares not ranking for dividend until following year ; King & Shaxson bonus made in 
form of 5% cum. second pref. shares. 

+Bonus shares ranked for final dividend. 

;For year to Sept. 30, 1953. Profits for following (transitional) period of just over six months 
to April 5 last were 450,290, and dividend 5% actual. 

§As shown in “‘ statement for information ”’ on conversion into a public company last month. 


up to the present, was therefore an increasing encroachment of outside com- 
petition upon the supply of Treasury bills available to the market. 

The special influence that buttressed the favourable factors already noted 
was, of course, the reduction of Bank rate. Only the first of the two reductions 
—the “adjustment ”’ of last September, from 4 to 3} per cent.—occurred 
within the several periods covered by most of the latest accounts, but this 
move was of particular significance for the discount houses, since it restored 
a profitable basis for bond dealing. As the bond market had enjoyed a very 
strong rise before the reduction of Bank rate, that move did not provoke any 
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large further decline in yields on short bonds. Some discount houses had 
indeed been adding to their bond portfolios already, and had also been ven- 
turing into somewhat longer bonds in the search for better yields, on the 
view that there was no longer a risk of a further rise in Bank rate, and that 
a reduction was probable; when this view was confirmed, the movement into 
bonds went further, and favourable opportunities also developed for jobbing 
profits. In addition, of course, the reduction of Bank rate also had the effect 
of giving the market the natural non-recurring gain of an extra turn for the 
remaining life of its bills held in portfolio at the moment of the change. 

On new business in Treasury bills, the current margin was actually slightly 
widened at first, and then settled down at about its previous (satisfactory) 
level; it did not begin to narrow significantly until the spring of this year, 
when the fall in overseas money rates and the surge of confidence in sterling 
brought in foreign funds. As these conditions soon gave rise to hopes of a 


TABLE IV 
MONEY MARKET SHORT BONDS, 1952-54 


Net Prices 


——————- 1952. ————— -———-—- 1953 —_—_——— ——— — 1954 ———— 
High Low End 1952 High Low End 1953 High Low June r6 
13 A Serial Funding, 1954 me 9a} 90 ts gsi 99 it 98 rt 99 # Ioo 4, 99% 100 A, 
IQ/Tj§2 29/5/52 2)92/§3 2/1/53 16/6/54 1/3/54 
2}°, Exchequer, 1955 ae 995 964 Os% 100} 8% 99 100 *& 99 # 100} 
10/1/52 3/7/52 110/53 9 2/1, 53 26/5/54 7/TI54 
3% Serial Funding, 1955 a -— roo! IOI ¥% 100 § 1OL & 101 100 #4 IOT % 
39/9, 53 21/53 16/6/54 6/4/54 
24 9 National War, 7954-50. . QQ f 95 ti Qs +h 100 8 g8} 100 2 IOI a roo} 100 by 
I/Ti52 3/7/§2 11053 8 1/53 I7/5/54 0 22/1; 54 
24°, Serial Funding, 1957 .. . 998 IOI 45 99 #% IOL 
116/54 26/1/54 


Gross Redemption Yields* 


—~----~-——— 1952 -——--—— + -—-——-—— 1953 ——_-—-— ——————— 1954 ——_—_—--> 
High Low End 1952 High Low End 1953 High Low June 16 
0 Oo oO Oo Oo oO Oo oO 0, 
: 0 A oO . 0 . o 0 Vv . /O 
fs.@ £ so. é. £ s. d. : e& cE sa cs @. ; a. ‘ot & £ os. d. 
12°, Serial Funding, 1954 3 8 7 21 4 2 15 10 21§ It rte 7 23 0 2 410 Re 2 a (Cf 
24°, Exchequer, 1955 ‘aa « 2 s5ii1 219 O 238 § 230 2 3 ss = 43 116 2 ‘3? = 
.°, Serial Funding, 1955 219 2 2 & > @ F 27 0 27! I 17 3 rw s 
23% Nat. War, 54-56 3 t2 9g 210 7 a2 a7 67 2 £7 ; 2 © 2 8s 8 2 . 2 > im: | 22 4° 
2}°,, Serial Funding, 1957 2 71! 28 4 118 8 r 18 10 


* Yields on the National War Bonds are shown to the latest redemption date; on June 16 last the vield calculated on the 
basis of redemption on February 15, 1955, was 41 5s. 5d. per cent. 
second reduction of Bank rate, the market faced spasms of all-round “ outside ”’ 
competition for Treasury bills—from industrial and other interests at home 
as well as from overseas institutions. By the eve of the second fall in Bank 
rate (to 3 per cent. on May 13) the margin between Treasury bill yields and 
the cost of bill money had shrunk to barely 7 per cent., whereas formerly 
it had generally been 3 or even 13/32 per cent. 

On commercial bills there was, of course, an abnormally wide margin 
throughout the phase of the 4 per cent. Bank rate (a margin of 3 per cent. 
or more on “running” bills and of +} per cent. on re-sale), because the 
authorities insisted that the market should hold its uniform quotation for the 
three months’ bank bill at 3 per cent., with corresponding quotations for 
other maturities. But the resultant difference of 2 per cent. or more between 
rates for fine bank paper and Treasury bills was wholly artificial; for many 
borrowers it made bill finance more expensive than bank advances, and for 
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this and other reasons contributed to the contraction in the supply of com- 
mercial paper reaching the market. Throughout these past twelve months 
or so, doubtless in response to the reopenings of commodity markets, the 
total supply of commercial paper seems to have been slowly and moderately 


TABLE V 
MARKET TURNOVER OF TREASURY BILLS* 
Total Market Allotment Market's 
Allotted Actual ° of Total Weekly Average 
émn. émn. Allotments {mn. 
19385—391 455 167 37 13 
1945. I 1430 | 442 | 31.1 34 | 
] 1620 66 | 5 
E-. - 6560 a > 2302 35-0 37-0 43 > 47 
sOge | 552 34.5 45 
L\ 1820 ) S72 47.9 | 67 
—, | ilies, ' 
1940 a I 1760 | 834 | 47.4 64 | 
I] 1930 S59 | 44.0 66 | 
= = 7500 . > 245 ‘ . S66 
lil 1960 { / 770 S494 39.6 44-3 60 
IV 2150 J O85 45.8 76 
1947 _ f 2185 1050 ) 45.4 SI 
Il 2180 | O50 44.0 | 74 
sie ! =n i , | 
III we - S505 ‘ 417; _ 47.4 2 - SO 
2200 1092 49.5 4 
IV 2240 ) 1070 47.8 82 
1948 ee I 2160 } 1073 ) 49.5 83 
I 22 1025 4t 71 
I 10 8830 25 4257 9-443 | 79g 
II] 2210 : L063 . 45.1 | S2 
[V 2250 1096 48.5 83 
1049s. I 2210 1114 | 50.4 ) 85 
I 2210 | QQ 5.0 | 70 | ; 
I 10 =1]O,OIO 93 > 5031 47+9 $5.2 / IOS 
It] 2600 1473 (~ 56.6 { > 112 
IV 2990 | 2051 68.6 158 
IQ50 a4 I 2910 1Q40 66.7 ) 149 
I] 120 | 19 62.3 | 149 
11] one eo mae Ries 62.3 7 03+? i 
3136 j40 LTP : 5 
IV 3270 | 2021 61.8 155 
IO51 in I 3190 1542 | “7.9 142 } 
L] 220 1705 | ¢e 52. 131 
Il] 3° 12,250 Q J > 0527 J 55-0 SF [31 
3240 | 1817 { 50.1 140 
LV 2630 1463 55.6 113 
1952 —“ I 2380 128] 53.8 | 99> 
Boe 7oP" | es. alo 13° + 6877 00.3 \. 59.6 135 L133 
3120 1987 63.7 | 153 ve 
LV 3070 | 1853 60.4_ 143 
1953 a I 2830 1508 | 55-4 | 121° 
- oe? ae a > | 
II Ja 7° 12,620 1722 . 6880 34-3 54.5 — = 133 
II] 3480 | IQI9 55-1 14! 
IV 3140 | 16071 | 53.2) 129 
1954... I 3130 1612 51.5 124 
I] 3280 1688 51.5 130 


*Estimates between 1939 and the third quarter of 1949 based on assumption that market 
tenders just cover total offered; thereafter special estimates have been prepared by THE BANKER. 
Periods relate to dates of tenders, not of payments, for bills. The first of each pair of columns 
gives quarterly figures, the second gives annual. 

tQuarterly average of twelve months to August 25, 19309. 


reviving from the violent fall caused in 1952 by cuts in home and overseas 
imports and the slump in commodity prices. A more substantial growth 
may now be in prospect; but, so far, very little of the additional paper has 
come to rest in Lombard Street—despite the fact that since the September 
reduction of Bank rate, and the simultaneous freeing of the commercial rate 
from official control, the (still uniform) quotation has been repeatedly adjusted 
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so as to keep it generally only a little above the current rate for Treasury 
bills. The margin between these rates would certainly be narrower still if it 
were not for the fact that the clearing banks still exact from the discount 
market } per cent. more for their lendings against commercial bills than they 
charge for loans against Treasury bills—with the object, apparently, of trying 
to check the reviving tendency for certain types of business to switch from 
bank advances to bill finance. Yet, having thereby held up the commercial 
rate and squeezed the discount market’s running margin, the banks are eager 
buvers of this paper. At the same time, the overseas banks that are normally an 
important channel of supply of commercial paper are still tending to retain 
the bills in their own portfolios. 

These tactics of the clearing banks are, however, only one example of the 
varied efforts they have lately been making, especially since the reduction of 
Bank rate to 3 per cent., to readjust the disposition of their resources so as 
to secure the highest possible returns. Irom the discount market's point of 
view, by far the most important of these shifts in policy has been the banks’ 
growing preference for building up their bill portfolios at the expense of their 
loans at call. This tendency showed itself clearly in the figures for the Mav 


TABLE VI 
ACCEPTORS OF COMMERCIAL BILLS 


‘Percentage Distribution of Jessel, Toynbee’s Portfolio at March 31) 


Accepted by: 1950 IQ51 1952 1953 1054 
Fifteen Acc eptance Houses ; _ O4.3 59.2 50.7 7O. S O2.I 
Clearing Banks and Scottish Banks .. 2.9 4.5 5-7 8.4 9.9 
Miscellaneous bok ion ea ‘< o.0 0.5 I1.7 5.0 4.2 
English Banks owned abroad .. i 6.7 5.7 2.4 a i *.2 
Agencies of United States Banks Me. 2.6 2.0 3.4 1.8 1.6 
Other Foreign Agencies. . oe es 4.5 2 3.4 5-2 2.5 
Trade Ac ceptances an a — est 3.60 4.4 2.6 8.8 
Dominion Banks. . — i od 10.3 13.9 12.3 2.9 6.7 

O TOO ,0 LOO, 


LO00.0 IOo0.0O LOO, 


make-up (see page 4), and has certainly become more pronounced since 
then. Partly because the authorities have generally succeeded in avoiding 
gluts of credit in the short loan market—the prevailing tendency has been 
to tautness or stringency—these manoeuvres by the banks have enabled 
them not only to reap the normal margin shown by bills over call loans but 
generally to buy their bills from the market on particularly advantageous 
terms. Recently, therefore, the market has been experiencing a sharper 
contraction of its Treasury bill portfolios, a narrowing of the running margin 
from the wide differential established immediately after the fall of Bank rate 
to 3 per cent., and a particular squeezing of the turn secured on re-sale of bills. 

None of these recent tendencies is perceptibly reflected in the latest aggre- 
gation of market balance sheets—Table VII—in our customary series. The 
picture it affords is, however, a better one than could be obtained in previous 
years. Last month, Ryders Discount Co., one of the three remaining private 
companies in the market, was converted into a public company and its shares 
were introduced to the Stock Exchange, a process that embraced the sale by 
the United Dominions Trust of the greater part of the financial interest it 
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took in the company when the business was expanded in 1943 (and also upon 
the further capital expansion in 1946). The “ composite ’’ balance sheet set 
out in Table VII therefore now comprises ten of the twelve discount houses. 
The inclusion of Ryders, which ranks fifth in order of published capital 
resources, much improves the coverage. The two remaining private houses, 
Seccombe, Marshall & Campion and Clive Discount, probably together carry 
some 5 to 6 per cent. of the market's total portfolios; the first of these private 
houses is, of course, of distinctive importance, since it has long acted as sole 
broker for the authorities. 

A second improvement in the composite balance sheet results from a 
narrowing of the spread between the dates of the constituent accounts from 
seven months to five (thanks to the change in the accounting date of Allen, 
Harvey & Ross, which has issued two sets of accounts in the past year). 
Especially because of these improvements it is the more regrettable that 
there has been one revival of a former obscurantism in market accounting. 
Cater Brightwen has this year returned to the objectionable practice of 


TABLE VII 


LONDON DISCOUNT HOUSES—COMBINED BALANCE SHEET, 1951-54* 


1951-52 1952-53 1953-54 
Capital Capital Capital 
4m. Multiplier im. Multiplier im. Multiplier 

Published Capital Resources 30.1 — 30.6 31.7 — 
Bills - wi ». 683.5 $2.9 737-4 24.5 OS2.0 22.5 
Bonds ~ oi -+ 304.0 10.1 295-3 Q.0 395.4 r.0 
Total Portfolio .. »2 987.5 32.5 1052.7 34-4 1051.3 33.2 
Re-discounts st a 4.2 60.0 2.0 76.0 2, 
Loans and Deposits »- 973-4 32.3 LO34-4 33-6 LO47.4 33-0 


* Ten houses, i.e., excluding Seccombe, Marshall « Campion, Ltd., and Clive Discount Co.., 
Ltd., no accounts for which are published. Balance sheet dates for the ten companies, 
as shown in Table I, range in each period from December 31 to the following May 3r. 


including ‘“‘ short dated securities ’ in its bill porttolio—and does not even 
sav what it means by “ short’. The mystification is heightened, too, by the 
fact that the comparative total shown for the previous vear is the same as 
the figure then published (for bills alone). - 

[It will be seen from Table VII that in this latest vear the trends of both 
the bond and the bill portfolio (and of rediscounts, too) have reversed those 
of the previous year. The composite bill holding has dropped by some ro 
per cent. (to fully 15 per cent. below the peak figure shown in 1950-51), 
while the bond portfolio has expanded by some 25 per cent. to about £40 
millions beyond the 1950-51 peak (the accounts for nine houses then showed 
an aggregate of {311 millions). Although these trends were shared by most 
of the individual houses, it should be noted that half the rise in the aggregate 
bond holding and most of the fall in the bill holding was attributable to the 
Union Discount, whose published figures were strongly affected by special 
influences at and just before the end-December accounting date. 

The resultant distortion of the aggregates for the notional date of the 
composite account is, however, in the same direction as the actual trend of 
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market portfolios subsequently. There is no doubt that the fall in aggregate 
bill portfolios and the rise in bond portfolios have both been substantially 
larger over these past twelve months than the movements shown in Table VII. 
Because of the big movements that have been taking place in recent weeks 
(and will probably be continuing while this article is in the press), it would 
be foolish to guess precise figures for the present level of portfolios. The 
bill portfolio of the market as a whole may be put at between £600 and £650 
millions, almost certainly the smallest mid-year figure for six years; the 
corresponding estimate for mid-1953 was £780 millions, or a little less, and the 
peak figure was probably around {£850 millions (1951). The bond portfolio, 
however, has risen strongly, especially since the launching of the Government’s 
cash-and-conversion issue of 2 per cent. Conversion Stock, 1958-59, a few 
weeks ago. This operation, notably because it involved the unexpected 
calling of the 3 per cent. National Defence stock, 1954-58, for redemption at 
its earliest date, set In motion some substantial sales of other stocks; and 
the big discount houses that perform a true jobber’s function therefore added 
considerably to their bond holdings. When allowance is made for these 
operations, the aggregate bond portfolio of the whole market at mid-June 
was probably in the region of £400 millions; in previous vears it probably 
never exceeded £350 millions, and the estimate for mid-1953 was £275 millions. 

It will be seen, therefore, that the combined holding of bills and bonds, 
at £1,000-1,050 millions, is probably little less than it was twelve months ago, 
though it is at least £150 millions below the 1951 peak. Despite the sub- 
stantial increase in its true capital resources in the meantime, the market 
ought now to be regarded as fully extended, because of the exceptionally high 
proportion of bonds in the total portfolio. The ratio of true capital to bonds 
is nearly I : 9, which is above the level at which the market has normally 
been expected to aim, and the potential risks are much greater now than they 
were when this convention was first evolved. This should be borne in mind 
when assessing the longer-run prospects of the discount market. 

So long as the outlook for gilt-edged and for money rates seems set fair, 
this large bond holding should bring correspondingly good profits to the 
discount houses; but at the first sign of a clouding horizon the market will 
feel obliged to seize every opportunity to reduce its portfolio and to cut down 
the average life—for it would be extremely vulnerable if it ran into a storm 
under so much sail. It should be remembered, too, that its bill portfolios are 
smaller now than they were in the periods covered by the latest accounts, 


and the pressure both upon portfolios and upon running margins will continue, 


to grow. In its current accounting year every one of the public companies 
except Ryders, whose accounting date is May 31—has had the special 
benefit of non-recurring profits caused by the latest Bank rate reduction; 
but the force of the other favourable influences that have so strongly aided 
the market in these past eighteen months or so seems to be diminishing. 
The prospect is still good, but the chances of further increases in dividends 
should not be gauged from the evidence of current prosperity. Many lessons 
from the past drive home the truth that the first duty of a discount house 
in times of high prosperity is to treat much of the surplus simply as a means 
of meeting the hard knocks that are bound to come in future. 
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Co-operative Banking in Britain 
By a Special Correspondent 


forming a national co-operative bank to replace the existing co-operative 


(C iorming 2 nation leaders have recently been discussing the question of 


bank ’’, that 1s, the banking department of the Co-operative Wholesale 
Society. Since the war mounting criticism has been directed against the 
organizational structure of the C.W.S. Its critics allege that it has become too 
top-heavy and unwieldy to cope efficiently with all the diverse functions it 
performs, and that a specialized and separate structure would be more appro- 
priate for its banking business. Since the Co-operative ‘ bank "’ has, in fact, 
run into considerable difficulties in the past few years, the critics have been 
able to sow on fertile ground. This article considers the case for separation in 
the light of the recent experience of the banking department. 

The question of separation was examined by a special committee of inquiry 
set up last year to report on the financial control and administration of the 
C.W.S. Special committees of inquiry are a normal feature of co-operative 
procedure but this one, to the surprise of C.W.S. leaders, turned out to be 
unique. In place of the usual innocuous compromise report, two reports were 
issued : a majority report, reflecting the views of the C.W.S. Board, and a 
minority report signed by two prominent officials of retail societies. Both 
reports rejected “‘ extremist ’’ proposals to split up the C.W.S. into a number of 
specialist bodies and were content to advocate, with different degrees of 
emphasis, a further development of the policy of decentralization within the 
C.W.S. itself. But the minority report, in addition, came out strongly in 
favour of a separate banking organization, to be owned and controlled by the 
C.W.S. 

This proposal was, in fact, heavily defeated some weeks ago in the 
referendum of the constituent retail societies that took place after the discussion 
of the reports. For the time being, therefore, the organization of co-operative 
banking in this country remains as it was. But the issue is by no means dead. 
The mere testing of opinion on this question was significant in itself. Moreover, 
the minority case was supported by some convincing arguments that may well 
bear fruit in the not too distant future. 

The present C.W.S. bank ranks in point of size immediately after the 
‘ Big Seven ”’ joint stock banks, though in many respects its business is not 
comparable with theirs. Its assets are shown at not far short of £200 millions 
and it has a turnover of some £3,000 millions a year on current account. The 
bank is a development of the loan and deposit department set up by the 
C.W.S. in 1872. It was originally restricted to accepting funds from co-opera- 
tive societies, but to-day some 56 per cent. of its resources are drawn from other 
classes of customers—individuals, local authorities, trade unions and other 
working class organizations. A scheme enabling individuals to open deposit 
accounts with the C.W.S. bank was inaugurated in 1910 ; it was soon extended 
to current accounts and to-day personal current accounts number over 50,000. 
Close relations between the bank and the trade unions have existed since the 
great coal and cotton strikes of 1912. Since then most of the unions have 














38 THE BANKER 





transferred their accounts to the bank, partly on the ground that it proved 
more accommodating to their demands in times of strikes than did the joint- 
stock banks. There is in addition the tie of the claim to support on the ground 
of working-class “ loyalty ”’ 

The growth of the bank’s business with local authorities is a more recent and 
controversial development. It dates from the end of the first world war when 
the Labour Party began to win control of important municipalities, and 
received a second impetus during the early years of the Labour government 
after the second world war—especially during the Daltonian phase of financial 
policy. Decisions of Labour-controlled authorities to transfer their accounts 
to the C.W.S. bank have been hotly contested at the local level on the ground 
that public bodies should not bank with an organization that mixes banking 
with trading. Nevertheless, this side of the bank’s business grew substantially ; 
it now maintains the accounts of 200 or so local authorities. In the immediate 
post-war period it probably maintained still more ; but local authority accounts 
often make exacting demands and can be costly to operate, and the bank has 
since found that some of this business was attracted by offering terms that had 
been cut too fine. It has accordingly reviewed its agreements with local councils, 
and the ensuing changes, including reductions in the attractive deposit rates 
originally offered by the bank, have in certain cases led to the loss of accounts. 
Even so, the local authority business is now of somewhat greater importance 
to the bank than its trade union business. 

Despite this development of business among “ outside ”’ clientéle, the most 
important single class of customer remains the Co-operative Movement— 
the thousand or so autonomous retail societies and, of course, the trading 
department of the C.W.S. itself. The primary role of the co-operative bank 
continues, indeed, to be that of cashier and financial adviser to the movement 
in general, and to the C.W.S. in particular. The financial transactions of the 
trading departments of the C.W.S., it may be added, pass through a current 
account and are treated in the same way as those of other banking customers. 
The banking and trading operations of the C.W.S. are thus kept distinct, but 
constitutionally the bank is part of the Society.* It is governed by the Board of 
Directors of the C.W.S., and its administration is supervised by the society’s 
finance committee. 

The preponderant réle of the C.W.S. in the custom of the co-operative 
bank is largely responsible for the violent fluctuations that have taken place 
in post-war years in the volume of the bank’s deposits. This is clearly apparent 
from Table I, which gives the split between the deposit accounts of the C.W.S. 
and other depositors (these include local co-operative societies and a host of 
miscellaneous organizations, for which separate statistics are not available). 
No subdivision of the current accounts is available, but it will be noted that they 
represent a much smaller proportion of total deposits than do those of the 
commercial banks. The C.W.S. current balance, though not disclosed, is 
certainly never more than a small fraction of its total balances at the bank. 
It is important to note that the C.W.S. deposit balances at the bank are in 





* No fixed line therefore has to be (or is) drawn between the capital reserves of the trading 
department and the banking department. There is no doubt that the losses caused to the banking 
department by the depreciation of the gilt-edged portfolio during 1951 were met not only by a 
running down of the bank’s own reserve fund by £14 millions but alsoin part by a large transfer 
from the trading department, which simultaneously showed a draft of some £3 millions on its 


reserves. 
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their turn largely (or even wholly) the counterpart of deposits that it itself 
receives from local societies and similar organizations. At their post-war peak in 
1947 these deposits received by the trading department totalled £137 millions; 
since then they have steadily declined, to roughly £80 millions in each of the 
past two years. 

It will be seen from Table I that the striking decline that took place in the 
bank’s total deposits from 1947 right through to 1953, following the rapid 
expansion of the immediate post-war years, was wholly attributable to the fall 
in the deposits of the C.W.S. itself. In its earlier phase this decline evidently 
resulted mainly from withdrawals of funds required to finance the post-war 
trading re-expansion of the Co-operative Movement, as supplies became more 
freely available. But the sharp decline after January, 1951, probably reflects the 
trading difficulties encountered by the C.W.S. at the very time when its high 
stocks (valued at £30 millions in the January, 1952, accounts, compared with 
£14 millions in 1948 and only £8 millions in 1946) made it extremely vulnerable 
to the fall in prices and involved it in capital losses. These trends are reflected 
in the C.W.S. accounts by the relationship between its deposits received and 
its deposits at the bank. Until early 1951 the latter regularly exceeded the 
former, and in 1946-48 by roughly £30 millions ; but in the past four years 
the C.W.S. has held less at the bank than it received from its own customers, 

TABLE [ 
C.W.S. “BANK”: TREND OF DEPOSITS 
(£ millions) 


1945 1947 1949 1950 1951 1952 1953 1954 

Current Accounts 37.9 2 32.8 40.4 40.1 39.2 43.4 48.3 
Deposit Accounts 170.3 282.3 202.1 183.6 169.4 144.5 136.3 135.6 
CC. .S. —. 2s 169.2 146.1 IIg.2 102.4 70.1 67.1 74.2 
Other 27.4 42.9 56.0 64.4 67.0 74.4 69.2 61.4 
Total deposits 208.1 249.3 234.9 224.0 209.4 183.7 179.7 183.9 
Reserve fund 2.6 2.9 4.4 2.5 2.8 1.3 I.4 1.6 


the shortfall ranging from £16 millions to {104 millions. These big changes in 
the finances of the C.W.S. have obviously been by far the largest single 
influence upon the bank ; but it should be noted that other influences have 
actually tended to reinforce them. ‘“‘ Outside’ business, as Table I shows, 
increased steadily from 1945 to 1952, since when it has fallen off significantly. 

Advocacy of a separate co-operative bank is not new. Early in its career 
the C.W.S. banking department was faced with a rival industrial bank formed 
by Newcastle co-operators in 1873. The failure of this bank three years later 
did not deter other “‘ separatists ’’. During the first two decades of the present 
century several abortive attempts were made to float “‘ co-operative "’ or 
People’s banks. These failures had no connection with the official Co-operative 
Movement, but among co-operators proper ‘“‘ separatism ’’ was strong enough 
to win the support of the important Co-operative Survey Committee of Igr9. 

In recent years, however, the “ separatists ’’ have tended to rely less on 
generalities and more on practical arguments.* The most solid of these argu- 
ments concerns the distribution of the assets of the C.W.S. bank. The policy of 
the banking department has always been strongly influenced by the traditional 
philosophy of thrift. Indeed, its peculiar status vis-a-vis the commercial 








‘ 


* The latest advocates of a separate bank deny that they are ‘separatists ’’—on the ground 
that what they want is a bank owned and controlled by the C.W.S. and not, like earlier advocates, 
a bank owned and controlled by all the bank’s customers. 
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banks derives largely from the fact that it has hitherto been regarded as 
essentially a “ savings “ institution. Its whole organization has been erected 
on that basis and in consequence its structure differs radically from that of the 
joint-stock banks. 

The co-operative bank has been able to offer to its depositors rates of 
interest higher than those paid elsewhere—and, except in one brief period in 
1951-52, to pay interest on current accounts—because it does not follow the 
conventions of commercial banking. Partly because a large part of its deposits 
are at six months’ notice, it has felt able to maintain a particularly large portion 
of its funds in “risk” assets affording relatively high current yields—and 
in particular in long-dated and even irredeemable Government securities. 
Its proportion of liquid and relatively unremunerative assets has therefore 
been correspondingly low bv contrast with that of the commercial banks. 


UNORTHODOX DISPOSITION OF ASSETS 

At the peak of the bank’s expansion in 1947, its liquid assets, comprising 
cash and money lent at call (the bank holds no Treasury or commercial bills), 
amounted to as little as 7 per cent. of its deposits—compared with the ratio of 
30 per cent. or more traditionally maintained by the joint-stock banks. Since 
1947 the co-operative bank’s liquid position has improved fairly steadily, as 
Table II shows. Yet even in 1953, the best year, the ratio amounted to little 
over 15 per cent. This increase in liquidity has necessarily been accompanied 
by a drastic curtailment of the investment portfolio. The bank’s holding oi 
Government securities has fallen from {210.4 millions at the beginning of 1947 
to {100.2 millions in January of this year, although its other investments— 
comprising mainly stocks of British municipalities and public boards, and 
mortgages—have been perceptibly increased over the period. 

A considerable part of the decline in the gilt-edged portfolio, at least in its 
early phase, must have reflected the severe fall in market values—which was 
especially marked, of course, in the long-dated and irredeemable stocks that 
had been boosted in the “ Dalton”’ phase. In consequence of this experi- 
ence, the bank is believed to have made efforts to reduce its holding of irre- 
deemable securities and to shorten the life of its gilt-edged portfolio generally. 
though its balance sheet gives no clue to the extent to which this has in fact 
been done. Meanwhile, advances business, which the traditional pattern ol 
the bank’s activities was not calculated to encourage, has steadily expanded. 
The balance of the disposition of assets has thus improved markedly, but it is 
still one that could never be countenanced by a joint-stock bank. 

In the recent controversy over the separation of the co-operative bank 
from the C.W.S., the “ separatists ’’ have argued that a specialist bank would 
be better able to carry the pattern of assets and of lending towards an orthodox 
basis. They maintain that an independent institution, partly by reason of a 
change of that kind and partly because it could be more flexible in its manage- 
ment, would be better able to attract and develop banking business from 
outside the Co-operative Movement, and especially from local authorities an¢ 
the new public corporations.* The “ separatists’’ point out that a closet 


—_ | 








* At least one public corporation established since the war banks with the C.W.S.: the North 
East Gas Board. This board, the chairman of which, Dr. R. S. Edwards, is a former C.W.S 
director, transferred its account to the Co-operative Bank in 1949. But the C.W.S. Bank affirm: 
that, on balance, it has lost business to the joint-stock banks as a result of nationalization. 
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‘onformation to the canons of liquidity of the joint-stock banks would lessen 
the risks involved in making advances, risks that have hitherto formed a real 
brake to the expansion of commercial business. 

There is little doubt that if the Co-operative Movement were entering the 
banking business to-day it would do so by way of a specialist banking society. 
The Co-operative Insurance Society, jointly owned by the C.W.S. and the 
Scottish C.W.S., 1s a specialist institution that has made remarkable progress 
in recent years and won for itself an accepted place in the insurance world. 
Many co-operators believe that there is no reason why a National Co-operative 
Bank should not do the same in the banking world. It is known that the 


C.W.S. Board has itself considered the question several times since the war. 


What, then, prevents it from taking this plunge ° 
One big objection to separation has been removed by the Finance Act of 
1953. Prior to that Act there were certain taxation benefits to be derived from 
associating banking with trading. An income tax rule applying to businesses 
carried on by the same proprietor but not to businesses carried on as separate 
entities allowed a tax loss in one department to be set off against a tax profit in 
inother. The 1953 Act, however, in effect wiped out this argument against 


TABLE II 
THE CHANGING PATTERN OF ASSETS 


(£ millions) 


1945 1947 1952 1953 1954 

Total deposits ha ei -- 208.1 249 .3 183.7 179.7 183.9 
Liquid Assets - és eA 19.0 17.7 24.8 27 .6 25.6 
Cash . es = > 3.0 2.2 8.1 6.5 8.1 
Money at Call .. * ee 16.0 15.5 16.7 22.1 17.5 

‘ Risk ”’ Assets ; 198.5 241.9 169.9 163.9 170.8 
British Government Securities. 176.7 210.4 113.4 105.9 100.2 
Other Investments rr Ka 20.5 27.0 29.1 31.2 40.5 
Advances. . os ~ - I.3 4.5 27.4 26.8 30.1 


separation. It is now possible for a business to make a payment, not exceeding 
its profits, to an associated business that has incurred a loss—to be treated for 
tax purposes as an expense to the former and as a receipt to the latter. 

There remain, however, other practical difficulties inherent in the transfer 
of the assets of the C.W.S. bank to a new organization. Among these are the 
tricky tax questions that would arise on the basis of valuation of the invest- 
ment portfolio for the purpose of the transfer. Another difficulty concerns the 
constitution of the proposed bank. There is no guarantee under the existing 
laws that a separate bank would be accepted as a bona fide Co-operative 
Society. An amendment to the Industrial and Provident Societies’ Acts might 
be necessary, or, alternatively, the bank might be registered under the Com- 
panies Acts—a step that would certainly be distasteful to most co-operators. 
Capitalization presents another difficulty. The C.W.S. banking department 
has, of course, no share capital, and it is not clear whether any appropriate 
charge for interest on capital employed is brought into whatever costing 1s 
made for the department by the C.W.S. If the bank were separated it would 
naturally have share (or loan) capital, and the problem of its cost could not be 
sidestepped. 














42 THE BANKER | 








It is probably true that none of these obstacles to separation 1s insuperable; 
the real objections of the C.W.S. Board lie deeper. The separatists have made 
much of the drawbacks of combining banking and trading in a single organiza- 
tion. They want an orthodox bank that would take its “ rightful ”’ place along- 
side the joint-stock banks—and become a member of the British Bankers’ 
Association and the Clearing House. The C.W.S. Board, however, is afraid 
to take the route towards orthodoxy in this full sense. It sees many advantages 
in the present position. It argues that both the banking and the trading 
departments are strengthened by the joint reserves of a single organization 
being available to both. Conscious of what orthodoxy would involve in the 
way of modification of existing C.W.S. bank practice, including the dilution of 
the advantageous terms at present offered to retail societies, the directors also 
opine that the bank could not in its commercial dealings escape from its 
traditional associations. If it has a disadvantage in contemplating orthodox 
business, that disadvantage, they believe, springs not from the word ‘“‘ whole- 
sale ’’ in the bank’s title but from the word “ co-operative '’"—and that would 
remain whatever the constitution of the bank. 

The C.W.S. directors are perhaps most concerned of all with the possible 
consequences of separation on the rest of the organization they control. It is 
not generally realized that the name of the Co-operative Wholesale Society 
is to-day something of a misnomer. The original loan and deposit department 
has far out-stripped the other main departments ; and the modern C.W.S. 1s 
a banker, wholesaler, producer and investment trust—in that order of import- 
ance. Well might the historian of the C.W.S. declare that “ it would be difficult 
now to think of the Society without the C.W.S. Bank ”’.* 

The constituent members of the C.W.S. have, as noted above, rejected the 
proposal for a separate bank. Quite apart from the rational considerations 
involved, the Co-operative Movement has once again shown itself to be essen- 
tially a conservative movement. Tradition and respect for existing leaders 
always count for a good deal in co-operative circles. The C.W.S. bank and trad- 
ing departments have grown and prospered together. More than a passing 
whim would be needed to effect a divorce at this late stage of the marriage. 
But, if the experience of the C.W.S. bank in the period 1947-52 looks like 
being repeated in the future, it 1s certain that voices, more voluble than ever, 
will once again be heard clamouring for a separation. 


~ * See “‘ The New History of the C.W.S.” by P. Redfern, page 402. 
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The Clearing House and the 


Customer - User 
By Maurice Megrah 


customer has never, so far as I am aware, engaged the attention of the 

text writers or of the courts. But questions about it do sometimes arise, 
and these are dealt with and resolved only for the particular occasion and in 
ignorance of the legal significance of the matter. The interests of bankers, and 
of their customers too, would perhaps be better served if the issues involved 
were ventilated in public discussion. Hence this article. 

A question of some importance that crops up from time to time is whether 
the drawers of cheques in England and Wales are entitled to regard the rules of 
a clearing house as available to them, in the sense of binding banks to adhere 
rigidly to them under pain of being sued for breach of contract if they depart 
from them. To put it simply, 1s the time during which a bank may delay paying 
a cheque available to a drawer for purposes of countermand? Some bankers 
here and there would argue that the drawer had the right to countermand the 
cheque up to the end of the period in which the bank, by the rules of the 
clearing house, is permitted to pay. It is submitted that this is not so. 


| cm place of the bankers’ clearing house in the relationship of banker to 


BANKER-CUSTOMER CONTRACT UNAFFECTED 

The clearing house organization exists for the mutual benefit of banker and 
customer, and for many decades past has been indispensable to both—in the 
sense that the scale (and efficiency) of banking that has been developing over 
this long period would have been inconceivable without such an institution. 
The organization was set up by bankers primarily for their own benefit, though 
in order that they might the more competently and expeditiously meet the 
needs of their customers.* It is an integral part of the structure of the banking 
system as a whole, and the customer, therefore, has the advantage of using it 
indirectly. But this indirect use does not give him the right to regard its rules 
of operation as affecting the banker-customer contract (which exists without 
it) in the sense that they are written into the contract and are, where appro- 
priate, equally binding on both parties. The customer may not use this part 
of the banking mechanism (and its rules) to his own advantage and at the same 
time to the bank’s disadvantage. 

The contract between banker and customer is rarely expressed in writing. 
At most, certain special contracts are reduced to writing—those in which, in a 
sense, are set out certain special relationships such as those arising in foreign 
transactions. The banker-customer contract is thus a series of implications, 
which were stated by Lord Atkin (Lord Justice Atkin, as he then was) in the 
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* Readers who are not familiar with the mechanism and procedure of the clearing house may 
care to consult a descriptive article that appears in the current (June) issue of the Three Banks 
Review.—Ep. 
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case of Joachimson v. Swiss Bankverein ({(1921' 3 K.B. 110) in the following 
terms :— 


The bank undertakes to receive money and to collect bills for its customer’s 
account. The proceeds so received are not to be held in trust for the customer, 
but the bank borrows the proceeds and undertakes to repay them. The promise 
to repay is to repay at the branch of the bank where the account is kept and 
during banking hours. It includes a promise to repay any part-of the amount 
due, against the written order of the customer addressed to the bank at the 
branch, and, as such written orders may be outstanding in the ordinary course 
of business for two or three days, it 1s a term of the contract that the bank will 
not cease to do business with the customer except upon reasonable notice. 
The customer, on his part, undertakes to exercise reasonable care in executing 
his written orders so as not to mislead the bank or to facilitate forgery. I think 
it is necessarily a term of such contract that the bank is not liable to pay the 
customer the full amount of his balance until he demands payment from the 
bank at the branch at which the current account is kept. Whether he must 
demand it in writing it is not necessary now to determine. 


[t is clear that the learned judge had at no time in contemplation the rights of 
the customer in regard to the clearing house organization and unless, therefore, 
any rights have been ceded by the banks, and I think that they have not, 
they simply do not exist. 

Subject to the rules of the clearing house, a banker is entitled to pay or 
refuse payment of a cheque at the moment it is presented to him for payment. 
The basic law of the matter, to be found in the Bills of Exchange Act, 1882, 
entitles the presenter of a cheque to know at the time of presentation whether 
or not it is paid. But it is physically impossible to deal in so expeditious a 
manner with every cheque issued that 1s crossed, and that therefore may be 
paid only to another banker; for the drawee banker has to be given time. 
The payment and collection of crossed cheques would otherwise be impossible, 
and thus the clearing house rules give an essential licence. 

In theory, there is nothing to prevent a collecting banker from presenting a 
cheque direct to the drawee banker, and in practice this is permitted outside the 
Town Clearing (the speedy operation of that clearing makes special presenta- 
tion unnecessary, and, in any case, any considerable resort to it would cause 
dislocation). In theory, therefore—and, outside the Town Clearing, in practice 
too—drawers of cheques must be assumed to have in contemplation the possi- 
bility that their cheques may be specially presented and paid or dishonoured 
the moment they are presented—the moment they reach the drawee banker. 
There is no ground on which they are permitted to think otherwise where the 
cheques are presented through a clearing house, since the clearing rules are not 
a term of the contract between banker and customer. 

A bank may depart from the rules of the clearing house and suffer whatever 
penal action can be taken against it by the clearing house authorities but, so 
long as the departure is not one that infringes the requirements of the Bills of 
Exchange Act, 1882, no one else can object and certainly no contractual duty 
to the customer is infringed. If the clearing house rules may be regarded as 
complementary to the statute law, they are certainly not an amendment of it. 
Even though they may in some respects have the force of custom, they have 
that force only between bankers znter se and not between banker and customer. 

[t is submitted, therefore, that a drawer’s right to countermand payment 
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enures only to the moment when the drawee banker pays, such moment 
being not later than the end of the period that the clearing house rules give 
the bank for payment. In this context, of course, payment means payment 
ind communication to the presenter. 

The Bills of Exchange Act, 1882, requires cheques to be presented within a 
reasonable time of their issue or negotiation if the drawer and endorser are not 
to be discharged from liability ; but this requirement affects banks only where 
the cheques are paid into a bank for collection, and only the collecting banker 
then. The drawee bank has under statute no period in which he can delay 
paying a cheque drawn on him ; any latitude he enjoys in practice is given him 
by the rules of a clearing house as result of force of circumstances. The holder 
of a cheque is entitled to know as soon as he can whether the cheque is paid. He 
cannot demand a special presentation as of right, for this would be the very 
negation of clearing-house collection and would end in chaos, as I have inti- 
mated. It is within the province of the collecting banker to present either 
through the clearing house or specially as he pleases (except as indicated above) 
and he is not negligent in collection merely because he refuses to collect 
specially. Special collections may be made for the benefit of either the collect- 
ing banker or his customer and where, after sending a cheque to the clearing 
house, the collecting banker decides that it would be useful to know quickly 
whether or not the cheque is paid, he may, it is submitted, telephone or wire the 
drawee banker and ask him to treat the presentation as a special one and 
inform him (the collecting banker) at once whether it is paid or dishonoured. 

Some of those who argue that this cannot be done—or, at any rate, that it 
cannot be done if it deprives the drawer of his chance to countermand payment 
—admit that it would be permissible if the clearing house rules sanctioned such 
a course. But this argument misunderstands the effect of those rules, which 
have the force of law only in so far as they do not contradict the statute and 
then only in the sense that they operate permissibly in favour of bankers. It 
is the statute only on which the drawer of a cheque can rely, and unless what is 
done infringes the statute the drawer has no complaint, certainly not on the 
eround that the banker has departed from the rules of behaviour laid down by 
the clearing house. 

It has been urged that the situation that I have asserted above as quite open 
to banks would render the collection of cheques a burden, by encouraging the 
conversion of a clearing collection into a special collectian, because drawee 
banks would be constantly searching to see if they had funds in course of 
collection for the drawer not yet credited to his account—because, in other 
words, the state of his account would be unknown and they must not dis- 
honour without reason. This is, however, a practical, not a legal, issue and 
does not affect the point I am trying to make. It suggests, too, an unreal and 
unlikely preponderance of customers whose accounts have to be watched closely 
to ensure that their cheques were not paid unless there were funds in the 
account to meet them. 

It may be thought that this situation is one-sided, but this 1s not so. Users 
of cheques obtain a benefit that is too readily taken for granted. They may not 
demand strict adherence to clearing house rules any more than they can make 
demands in connection with the domestic working of a bank—except where the 
basic or fundamental law is infringed or the banker-customer contract is broken, 
as, e.g.. bv the banker's negligence. 
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American Review 


HE modest rebound in American business activity that first became apparent 

in April appears to have continued into May and early June. Industrial 

production remained unchanged in May despite the fact that the seasonal 
trend was adverse, so that the Federal Reserve Board’s index of output (based 
on 1947-49) recorded a gain of two points to 125. This was the first increase in 
the index since July, 1953, when it stood at the peak level of 137, touched two 
months previously. The eight succeeding months saw a continuous retreat to the 
point of 123 registered for March; and in April the index remained unchanged. 
But it is too early to assume that the increase in May marks the beginning of an 
upward trend as smooth as that experienced on the downturn. 

Signs of a halt to the recession are also apparent in the employment figures 
for May. Unemployment fell by 160,000; following April’s decline of 260,000, 
this brought the total to 3,305,000, equivalent to 5.4 per cent. of the labour force. 
The total numbers employed rose in May by some 520,000, to 61.2 millions. Despite 
the improvement reflected by these figures, however, union leaders continue to 
express concern at the trend of employment. The fall in unemployment has been 
less than is normal at this season and was mainly in farming and other non- 
manufacturing activities. 

ADMINISTRATION STILL CAUTIOUS 

The Administration itself has certainly taken a cautious view of the implica- 
tions of the brighter statistical picture. The Department of Commerce has noted 
that while “‘ the worst is over and the down-turn has lost momentum ” there is 
no evidence that “ any big pick-up is imminent ’’, or that some further fall might 
not occur. On the other hand, Dr. A. F. Burns, chairman of the Council of 
Economic Advisers, took a generally more optimistic view; but he himself repeated 
President Eisenhower's recent warning against any “ over-optimistic assessment ”’. 
Moreover, Dr. Burns admitted that unemployment might rise to four millions 
during June and July with the influx of new entrants to industry. Dr. Burns 
reiterated the Administration’s continuing preoccupation with the unemployment 
returns. The unemployment total that might be accepted as “ normal ”’ would 
be between two and two and a half millions; the higher figure would be about 
four per cent. of the present civilian labour force. Any figure above that was, 
according to Dr. Burns, a matter of ‘“‘ serious concern to the nation’’. The 
implication is that should unemployment not continue to fall the Administration 
may be expected to take positive steps to reduce it. 

Dr. Burns also stated that the pace of new construction would proceed at 
boom levels, that inventory adjustment would level out, that consumer expen- 
diture would rise and that Federal expenditure would “stay high ’’. The last 
reference was not intended to confirm recent suggestions that the defence pro- 
gramme will be broadened again, but to note that just because Federal expenditures 
have been running below estimates in past months, little or no further decline is 
to be expected. 

The prospect for outlays on new plant and equipment in 1954 now appears 
somewhat less favourable than was suggested by the survey made by the Depart- 
ment of Commerce and the Securities and Exchange Commission earlier in the 
year. The survey forecast a decline for the Year as a whole of only 4} per cent. 
on 1953; but now second quarter figures appear to be falling short of the earlier 
estimates—which were put at an annual rate of $26.9 millions, against actual 
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expenditure of $27.5 millions in the first quarter. Dr. Burns has declared, how- 
ever, that a special survey undertaken by the Council of Economic Advisers has 
concluded that the joint agency’s estimates have been unduly pessimistic and 
that business expenditures in 1954 would come very close to the record level 
attained in 1953. 

Meanwhile constructional activity continues to give its strong support to 
the economy. In May it achieved another record level at a total value of $3,050 
millions. This brings activity in the first five months of the year to more than 
$15,000 millions, some 3 per cent. higher than in the corresponding months of 


American Economic Indicators 





1951 1952 1953 — nnsicieneiia 


Production and Business: 


Industrial production (1947-49=I00).. 120 124 134 124 123 123 125 
Gross private investment (billion $) .. 58.6 52.5 54-4 —- 40.8 —- —- 
New plant and equipment (billion $).. 25.6 26.5 28.4 50 8=27.5 - —- 
Construction (million $).. a“ .. 2,574 2,694 2,904 3,050 3,001 3,018 3,052 
Business sales (billion $) ‘“ -- 44.5 45-6 48.8 46.7 47.1 17.6 
Business stocks (billion $) - . se Ba 81.1 80.4 80.1 79.6 
Merchandise exports (million $) -. 1,164 1,098 1,312 1,181 5.523 1,421 
Merchandise imports (million $) oe O14 893 906 800 858 957 — 
Employment and Wages: 
Non-farm employment (million) -. 53-90% 54.5% 55-2" 54-4 54-2 54-5 54-3 
Unemployment (000s) .. .. 1,879* 1,673* 1,524* 3,671 3,725 3,465 3,305 
Unemployment as % labour force ee nn he 2 a 5.38 5-4 S.3 
Hourly earnings (mfg.) ($) v .- 8299 s.07 2:97 +t.80 #£4«32.99 1.80 1.81 
Weekly earnings (mfg.) ($) - .. 64.71 67.97 71.57 71.28 70.71 70.20 71.13 
Moody commodity (1931 =100) —_ 7 pe os 427 436 438 $36 
Farm products (1947-49=I00).. .. 113.4 107.0 97.0 97.7 98.4 99.4 98.0 
Industrial (1947-49 =100) +s 296.6 2ERS BAO 884.4 2Os2 834.5 124.5 
Consumers’ index (1947-49 =100) oo B23.0 313.5 154:4 1339.0 1234.8 1214.6 — 
Credit and Finance: 
Bank loans (billion $) .. - -. 57.7 64.2 468.3 66.9 467.0 66.8 - 
Bank investments (billion $) .. --5 9.9 77-5 #£«°(>yO.1 =e 2.9 a - 
Bank loans (weekly) (billion $) 5 SH 3:4 21:4 28.4 23.0: 22.2 21.9 
Consumer credit (billion) ‘ « 2:9 6.7 SH 37.4 27:2 33-3 ~~ 
Treasury bill rate (%) .. ~ + SS 1:77 2.9 O.St 1.05 1.01 0.78 
U.S. Govt. Bonds rate (%) oa -. 2.57f 2.68 3.16 2.85 3.7%. 2.96 - 2.93 
Money supply (billion $) i , Pe 8 200.4 205.8 202.5 201.3 202.3 ~- 
Federal cash budget (+ or —) (mill. $) +4 1244 —-1,641 —6,159 — + 6,995 — — 


Notes.—Latest figures are seubntadiens or saieaenel For 1951-53 actual totals are shown for 
construction, equipment and other domestic investment. Business sales and stocks, money supply, 
bank loans and consumer credit show amounts outstanding at the end of the period. Moody’s 
spot commodity index shows high and low, 1951-53, and end-month figures this year; other 
commodities show monthly averages. Investment figures, 1953, are quarterly and at annual 
rates. Weekly bank loans are derived from partial returns only. Budget figures are cash totals 
1951-53 and also quarterly for 1953. 

* Old basis. +t Old series. 


1953. Ihe steel industry has also shown a steady increase in output for many 
weeks; operations reached 73 per cent. of capacity by early June. The immediate 
prospect is, however, overshadowed by the heavy wage claim faced by the largest 
steel producer, the U.S. Steel Corporation. 

The automobile trade has lately been cheered by a recent upsurge in sales; 
this is said to have reduced inventories appreciably, but the pressure of dealers’ 
stocks is still likely to cut back production of new models later in the year. In 
April total business inventories fell by a further $500 millions, to $79.6 billions. 
Personal incomes continue to lag, despite the fact that consumer credit rose in 
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May, to $27,300 millions, for the first time this year. Retail sales appear to have 
been satisfactory if not inspiring. Altogether these reports leave the impression 
that while recovery may be soundly based it is still in its very early stages. 

The easy money policy that has been pursued by the Federal Reserve Board 
was Carried a step further late last month when the “ Fed ’’ announced a gradual 
reduction in minimum reserve requirements. The minimum ratios of reserves to 
net demand deposits will be reduced from 22 to 20 per cent. for the central reserve 
city banks of New York and Chicago, from 19 to 18 per cent. for reserve city banks, 
and from 13 to 12 per cent. for all other member banks. These reductions, like 
those of equivalent magnitude made just a year before, thus mark a narrowing 
in the differential between reserve requirements. They will release about $1,500 
millions of cash as a base for expanding advances and investments. 

The credit trend has followed the pattern of earlier months. The Reserve 
System has supplied ample reserves to the commercial banks and the Treasury 
Bill rate dipped to 0.616 per cent., yet another low point since mid-1947, at the 
tender on June 8. Commercial bank loans to business and farmers are still lagging 
far behind 1953 levels; the decline between January and June (at weekly reporting 
banks) has now reached $1,800 millions, compared with some $700 millions last 
year. At the same time, the demand for longer-term municipal, mortgage, and 
company funds has continued strong. Heavy Treasury refinancing is in prospect 
and is likely to be aided by the reduction in reserve requirements. 


—-—- --—-— _ - - ——_ - eee 


International Banking Review* 


Argentina 
HE Minister of Economic Affairs stated on his return to Argentina from his 
visit to Europe, that there would be negotiations with Britain for a new trade 
and payments agreement to replace the five-year pact that expired at the end 
of June. He also stated that Argentina would in future sell its meat on the world 
market at competitive prices, though Britain would continue to receive meat under 
the old treaty until November. He could give no firm undertaking on the resump- 
tion of remittances on British investments, but revealed that the Argentine 
authorities had agreed to accelerate the process of settling British claims in respect 
of the Primitava Gas concern. 
The Argentine Central Bank is preparing measures to reduce restrictions on 
exchange dealings. They include a reduction from 20 per cent. to 5 per cent. in the 
surcharge on the unused portions of exchange licences. 


Australia 

The chairman of the Australian Wheat Board, Sir John Teasdale, arrived in 
London last month to study the market for wheat in the U.K. and to advise the 
Australian delegation to the International Wheat Council. Australia, which is 
expected to have a surplus of 100 million bushels of wheat by the end of the season, 
has announced that it intends to meet in full the recent cuts in the wheat price 
made by Canada. 

An official survey of Australian manufacturing shows that production and sales 














* News of United States banking appears in ‘‘ American Review ”’ (page 46). Brief editorial 
jiscussion of particular items of international banking news appears in ‘‘ A Banker’s Diary ”’ 
pages 1-6 1n this issue). 
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in March and April of this year broke all records. Prices have shown a tendency to 

all during the past six months, especially in industries open to overseas competi- 
tion ; improved productivity has enabled costs to be kept stable or even to fall 
slightly. The survey stated that shortage of labour had acted as a brake on output 
in some sectors of industry. 

The National Bank of Australasia asserts in its review that the Australian 
economy is at the moment in an exceptionally well-balanced position. It points 
out that full employment is accompanied by a stable price level and that business 
ictivity is being neither stimulated internally by deficit financing nor threatened 
from abroad by an adverse balance of payments. 


Austria 
fhe Austrian National Bank has announced a reduction in its Bank rate from 
4 to 34 per cent. The country’s balance of payments has for some time been in 
considerable surplus, and the Austrian authorities were thus confidently able to 
follow the trend of falling interest rates in the world at large. It is hoped that the 
reduction will stimulate investment and employment, since unemployment is still 
considerable—nearly 200,000, or some 10 per cent. of the labour force. 


Belgian Congo 

The annual reports of the chief Congo banks for 1953 show a substantia! increase 
in liquid resources, which had been reduced to an inadequate level in 1952. Then 
the decline in native incomes following the collapse of the post-Korean commodity 
boom coincided with an inflow from abroad of large consignments of goods ordered 
during the boom, causing acute pressure from traders on banking resources. 
Action taken by the banks to correct this position by limiting credit facilities 
resulted in a sharp rise in the cash holdings of all the main banks in 1953. 


Belgium 

The Foreign Exchange Institute has announced that it is completing the re- 
casting of Belgo-Luxembourg exchange control regulations. The new code is 
intended to work less as a system of control than as a guide to the channels through 
which payments shall be made. Licences will be required only for transactions 
arranged otherwise than through the normal channels. Dollar goods liberalized 
by the Benelux countries may circulate freely within them, with the exception of 
goods originating in Colombia and Bolivia and certain foodstuffs. 

Monetary experts of Belgium and Holland have been discussing the technical 
problems of permitting full freedom of capital transfers within Benelux. Formation 
of a joint Benelux industrial policy has been discussed by representatives of Dutch 
and Belgian employers’ organizations. 

The Government has announced a series of tax reforms, including tax remission 
for new investments. They are stated to represent the first part of a programme of 
general fiscal reform. 

Brazil 


The Government has published a list of industries in which capital investments 
are considered of vital interest to the economy. Investments of foreign capital in 
concerns in these fields will enjoy special rights of repatriation and transfer, and 
eventually certain other privileges. 

The Bank of Brazil has made its first release of sterling through the exchange 
auctions. Some £300,000 was offered initially, and rates ranged up to 381 cruzeiros 
to the pound for imports of “‘ category five ’’ (least esse ntial) goods. The Govern- 
ment had previously refused to release sterling by auction on the grounds that all 
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current sterling earnings were needed to cover arrears of debt and certain other 
essential payments (mainly for imports of oil). 

Brazil has been granted an extended period of repayment of the credit of 
$300 millions granted by the U.S. Export-Import Bank in 1953 to help clear 
arrears of trade debts owed to U.S. exporters. The loan will now be repaid in 72 
monthly instalments instead of 24 as originally laid down. 


Burma 


A report issued by a U.K. industrial delegation that visited Burma in March of 
this year to study plans for industrial development expresses the view that the 
programme is in general on sound lines. It states that there will be enormous 
demands for capital goods of all kinds, most of which can be supplied by British 
manufacturers. The report asserts however that, to exploit these opportunities, 
British producers must quote firm prices, offer quick delivery dates and must also 
be willing to train Burmese technicians to operate and maintain the machinery. 


Canada 


The Canadian Wheat Board made a reduction of 10 cents a bushel in the export 
price of its wheat in early June. This followed closely on a corresponding reduction 
made by the United States. 

The capital of the Canadian subsidiary of the United Dominions Trust, United 
Dominions Corporation (Canada), has been increased from $750,000 to $2,500,000. 
Nominal capital is $5 millions in one million shares of $5 each. Of the 500,000 
shares now subscribed and paid up, 60 per cent. are held by the parent company 
and 40 per cent. jointly by J. Henry Schroeder of London, Schroder Rockefeller 
and Co., New York and their associates. The company specializes in financing the 
import into Canada of U.K. manufactures. 


Ceylon 

The Central Bank of Ceylon reduced its Bank rate on June 12, from 3 to 2} 
per cent. 

The annual report of the Central Bank states that the decline in the dominion’s 
gold and foreign exchange reserves that began in February, 1952, continued right 
up to the close of 1953. By that time almost half the original reserve of Rs. 1,200 
millions had been lost. Since the beginning of 1954 the balance of external payments 
has improved, however, largely on account of the better turn in Ceylon’s terms of 
trade. The report also gives credit to the effects of the Government’s internal 
economic policy, and in particular to its efforts to reduce the Budget deficit. 
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Denmark 

The National Bank has raised its Bank rate from 4} to 5} per cent. The 
move forms an attempt to check the recent decline in its foreign exchange assets, 
which has amounted to over Kr. 250 millions (£13 millions) since October, bringing 
the reserves down to Kr. 118 millions. 

The Minister of Commerce has stated that the main factor behind this move- 
ment was an increase in imports of agricultural raw materials, motor cars and 
certain other consumer goods. He has pointed out, however, that industrial exports 
have been rising and that the increased purchases of feeding-stuffs should make it 
possible to raise production and thence exports of farm products later in the year. 

The Governor of the National Bank has suggested that the increased drain on 
reserves experienced during the spring may have been due to pre-payments for 
imports motivated by the instability of the international situation. He has also 
pointed out that it is unfortunate that the deterioration has occurred at a time when 
convertibility is under consideration, since it is the opinion of the National Bank 
and of the Government that Denmark should participate in any general move to 
convertibility. 


French West Africa 


The International Bank for Reconstruction and Development has made a 
loan of $7.6 millions to help to finance a programme for the modernization of 
the railways of French West Africa. The U.S. firm of J. P. Morgan and Co. has 
agreed to participate in the loan to the extent of $690,000 without the Bank’s 
guarantee. The loan, which is for 12 years and carries interest at 4} per cent., is 
guaranteed by the Republic of France. 


Germany 


The U.K. authorities have announced that blocked mark balances that existed 
at the end of March and have been freed by the German authorities for repatriation 
should be offered to the British Exchange Control, as they have now acquired the 
status of an ordinary specified currency. An exception to this rule may be made 
where the origin of the funds is of a capital nature and where permission to re-invest 
them abroad has been obtained. 


Greece 

The Minister of Co-ordination has announced that the Governor of the World 
Bank, Mr. Eugene Black, has offered credits to Greece and expressed the hope that 
progress will be made in negotiations for the settlement of Greece’s foreign debt 
(which has been in default for many years). 

The Greek Premier has announced that he is holding a conference in Athens in 
July to negotiate “‘ a final settlement of Greek foreign debts within the limits of 
the country’s existing financial resources ’’. Provision for foreign debt payments 
is to be made in the Budget, due to be presented in July. 

A new currency unit has been introduced, one new drachma being equal to 
1,000 old drachmas. All prices and claims expressed in money have simultaneously 
been adjusted correspondingly. The omission of the zeros from the previous 
currency unit is, of course, a purely arithmetical operation and has no economic 
implications. Exchange rates have been altered accordingly, the sterling quotation 
now being 84 drachmas to the pound, against 84,000 previously. 


India 


It has been stated that British, Indian and United States investors will co- 
operate with the U.S. Foreign Operations Administration and the International 
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Unit Trusts were never designed as short-term investments. 
Their units are meant to be held over long periods. Yet unit- 
holders naturally want an assurance that in case of need they 
can realise their investments at short notice. 

On each business day the managers quote prices at which unit- 
holders can sell. These prices are based on the current sale prices 
of the Stock Exchange securities held in the Trust Funds. 

At one time there was considerable apprehension that in 
periods of national crises the pressure to realise units would be 
greater than could be absorbed. Those fears have been belied by 
the experience of the Bank Insurance Trust Corporation, which, 
since its inception in 1934 has safely ridden many storms and 
provided an assured market to its unit-holders. 





This series of advertisements has now been reprinted in leaflet 
form and may be obtained together with full particulars of Units 
in the Group, including prices and yields, from your stockbroker, 
banker, solicitor, accountant or directly from the Managers : 


Bank Insurance Trust 
Corporation Limited 


30 Cornhill, London, E.C.3 
Scottish Office: 5 St. Andrew Square, Edinburgh, 2 
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Bank for Reconstruction and Development in forming a corporation to stimulate 
industrial development in India. The new institution is to have a capital equiva- 
lent to $35 millions. Of this, $15 millions will be provided by the F.O.A. out of 
rupee funds derived from the sale of materials imported under the U.S. aid pro- 
gramme. Another $10 millions is expected to be provided by the World Bank and 
the remaining $10 millions by private interests in India, London and New York. 
The corporation will provide the risk capital needed for industrial expansion when 
this cannot be obtained from normal market sources. 

The Shroff Committee on Private Finance, appointed by the Reserve Bank of 
India towards the end of 1953, has urged leading Indian banks and insurance 
companies to form a syndicate under the leadership of the Imperial Bank of India 
for the underwriting of new issues of shares and debentures by industrial companies. 
The committee’s task was to discover how more finance could be made available to 
the private sector through means other than those under consideration by the 
Taxation Enquiry Commission. It recommends that the Reserve Bank of India 
should, in consultation with the Government, work out a detailed scheme of 
financial assistance for licensed scheduled banks that open new branches in 
accordance with an agreed programme. 


Japan 

The Japanese Premier, Mr. Shigeru Yoshida, has stated that the economic 
problems now confronting Japan are greater and more serious than any the country 
has had to face since it regained its independence in April, 1952. He asserted that 
in order to survive Japan would have to expand overseas trade and cut prices. 

In the five months to the end of May there was a payments deficit equivalent to 
$188 millions, as compared with $114 millions in the comparable period of 1953. 
The deficit was running at a much lower level in April and May, however, than 
in the first quarter of the year. Moreover, in May there was a surplus with the 
sterling area for the first time since July, 1952. 

The Government plans to provide loans to the equivalent of $176 millions to 
key industries through the Development Bank of Japan in the year to March 31 
next. This will be some 25 per cent. less than in the previous year. 


Malaya 

The Malayan Exchange Banks reduced overdraft rates for advances against 
commodities from 4} to 4 per cent. shortly before the end of May. Rates for 
advances against Government and municipal securities were also cut to 4 per cent. 

Three seats held by the Singapore, Chinese and Indian Ghambers of Commerce 
in the Colony’s legislature are to be abolished under the Rendel constitution, 
which recently received the approval of the British Government. 

A sum of £4.8 millions sterling has been raised by a private placing on the 
London capital market. The offer consists of £2.9 millions of Federated Malay 
States 3 per cent. stock, 1960/70, and {1.9 millions of Federation of Malaya 3 per 
cent. stock, 1974/70. 


Mexico 


The Government has announced a series of new measures aimed at supplement- 
ing the devaluation of the Mexican peso that took place in April. They include 
increased wages for Government employees, cuts in import quotas, plans for 
obtaining foreign credits to finance development, and the provision of Government 
credits to firms expanding their exports or manufacturing goods that are at present 
imported. 
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New Zealand 


The Government has announced plans for the raising of a loan of £30 millions 
on the local capital market. Investors are being offered a choice of a five-year 
stock yielding 3? per cent. or longer-dated issues extending up to 20 years’ maturity 
and yielding about 4 per cent. 

The allocation of exchange for imports of British cars is to be increased by £2.5 
millions, bringing the total allocation for the year up to £18 millions, against {9.3 
millions in 1953. 


Pakistan 

The International Bank for Reconstruction and Development has agreed to 
make a loan of £5 millions to help finance the Sui Gas project in conjunction with the 
Commonwealth Development Finance Company, Burmah Oil and the Pakistan 
Development Corporation. Six British banks doing business in Asia—the Chartered 
Bank of India, Australia and China, the Eastern Bank, Grindlay’s, Lloyds, the 
Mercantile Bank of India and the National Bank of India—have agreed to 
participate in the credit, without the Bank’s guarantee, to the extent of £645,000. 


South Africa 
The Minister for Economic Affairs, Mr. Louw, has asserted that it is not true 
to say that there are uneconomic industries in the Union. He agrees that there are 
uneconomic individual factories, but these have been inspected by representatives 
of the Board of Trade and Industries. 
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Appointments and Retirements 








Barclays Bank—Head Office: Mr. G. F. Lewis, general manager, has retired. Edmtonton., 
Lowey: Mr. C. E. Hill, from Ponders End, to be manager. Palmer’s Green, Green Lanes: Mr. A. W. 
Elmes, from Knightsbridge, to be manager. Ponders End: Mr. H. S. Lovell, from Green Lanes, 
Palmer's Green, to be manager. Shepherd's Bush, Goldhawk Rd.: Mr. R. W. Justice, from King’s 
Cross, to be manager. Birkenhead, Charing Cross : Mr. C. W. Marsh, from Gt. Crosby, to be manager. 
Bridgnorth and Much Wenlock: Mr. F. L. Hoverd, from Tenbury Wells, to be manager. Bright- 
lingsea: Mr. J. L. P. Price, from Colchester, to be manager. Bury St. Edmunds : Mr. C. L. Williams, 
from The Pantiles, Tunbridge Wells, to be manager. Leighton Buzzard: Mr. T. E. Sawyer, from 
Newport Pagnell, to be manager. Liverpool, Bold St.: Mr. W. H. Stephenson, from Walton Rd., 
Liverpool, to be manager; Walton Rd.: Mr. H. Smith, from Birkenhead, Charing Cross, 
to be manager. New Brighton: Mr. H. E. Wickes, from Bold St., Liverpool, to be manager. 
Newport Pagnell: Mr. B. J. Sear, from Bedford, to be manager. Ponteland: Mr. H. C. Robinson, 
from Hexham, to be manager. Shrewsbury: Mr. G. B. Cross, from Bridgnorth and Much Wenlock, 
to be manager. Strood: Mr. H.N. Harvey, from Milsom St., Bath, to be manager. Tenbury Wells : 
Mr. J. W. Bray, from Hereford, to be manager. Tunbridge Wells, The Pantiles: Mr. W. T. Allan, 
from Strood, to be manager. 

Lloyds Bank—Head Office: Mr. A. H. Ensor, a chief general manager, has retired after 464 years’ 
service ; he has now been elected a director of the bank. Mr. G. Y. Hinwood, assistant chief 
general manager, to be a chief general manager ; Mr. H. B. Lawson, M.C., principal, Legal Dept., 
to be assistant chief general manager ; Mr. P. T. D. Guyer, an assistant general manager, to be a 
joint general manager. Chelmsford: Mr. H. J. Davidson, from 39 Threadneedle St., to be manager 
of this new branch. Bromley, Kent: Mr. A. Johnson, from Pangbourne, to be manager on retire- 
ment of Mr. W. L. Bing. Chippenham: Mr. H. R. Tanner, from Westbury, to be manager on 
retirement of Mr. G. R. V. Jefferys. Clarendon Rd., Southsea: Mr. D. V. Bassett, T.D., to be 
manager. Forest Hall and Benton: Mr. J. A. Parmley, from Gosforth, Newcastle upon Tyne, to 
be manager. Gt. Missenden: Mr. A. J. Tilbury, from Desborough Rd., High Wycombe, to be 
manager on retirement of Mr. L. W. Shenton owing to ill health. Lowestoft: Mr. W. R. Benham, 
from Hastings, to be manager on retirement of Mr. C. H. Wright. Market Weighton: Mr. A. H. 
Rose, from Wainfleet, to be manager of this new branch. Paddington, W.: Mr. F. E. Ruffell, from 
Eastern Branch, to be manager on retirement of Mr. W. J. Sowerby. 

Midland Bank—London—Charing Cross: Mr. E. F. S. Bailey, from King’s Cross, to be manager 
on retirement of Mr. E. A. Tyrrell; Clapham High St.: Mr. L. W. C. Sanders, from Tooting 
Junction, to be manager on retirement of Mr. A. G. Lane ; Tooting Junction: Mr. A. G. Llewellyn 
to be manager in succession to Mr. L. W. C. Sanders. Birmingham, King’s Heath: Mr. F. P. 
Pearson, from Lichfield St., Wolverhampton, to be manager on retirement of Mr. N. F. Wilson. 
Frome: Mr. J. Price to be manager in succession to the late Mr. W. Lowry. Macclesfield: Mr. R. 
Courtney, from Liscard, Wallasey, to be manager in succession to Mr. P. Ratcliffe. Newcastle upon 
Tvne, Mosley St.: Mr. B. H. Dyson, from Grainger St., Newcastle upon Tyne, to be manager on 
retirement of Mr. G. Douglas. Newcastle upon Tyne, Grainger St.: Mr. H. R. M. Henderson, from 
South Shields, to be manager in succession to Mr. B. H. Dyson. 

National Discount Co., Ltd.—Mr. R. E. de B. Bate, manager and joint manager since 1939, 
has retired. Mr. W. Shepherd has been appointed manager. 

National Provincial Bank—Bow : Mr. E. J. Freshwater, from City Rd., to be manager. At/burn: 
Mr. A. G. M. Gillings, from Gt. Tower St., to be manager, in succession to Mr. D. S. Kimber. 
Margaret St., W.1: Mr. C. F. Beckley, from Lime St., to be manager of this new branch. Budleigh 
Salterton: Mr. E. L. Hartley, from Walmer, to be manager, vice Mr. A. W. Holland, who is on 
sick leave pending retirement. Dagenham: Mr. A. J. Burnley, from Inspection department, Head 
Office, to be manager, on retirement of Mr. C. A. Calder. Luton: Mr. L. G. Lindley, from Sheffield 
Bank Office, Sheffield, to be manager on retirement of Mr. K. L. Jones. Redditch: Mr. D. B. 
Thomas, from Denbigh, to be manager of this new branch. . 

Westminster Bank—Acton Vale: Mr. C. T. Thompson, from Lombard St., to be manager. 
Atherton and Tyldesley: Mr. F. Richardson, from Dukinfield, to be manager on retirement of 
Mr. A. F. Williamson. Birmingham and Bearwood: Mr. A. N. Lawrenson, to be manager on 
retirement of Mr. W. C. Cuningham. Brighton: Mr. W. S. Bidmead, from Romford and Collier 
Row, Romford, to be manager on retirement of Mr. A. W. Stapley. Carrington St., Nottingham: Mr. 
R. Harrison, an Inspector of Branches, to be manager. Chatham: Mr. L. Fry, from Sheerness, to be 
Manager on retirement of Mr. W. Batcheldor. Crewe, Market St.: Mr. H. T. Lindop, from High- 
town, Crewe, to be manager. Dartford and Swanley, Kent: Mr. A. F. Fergus, from Erith, to be 
manager. East Ham: Mr. H. B. Gooderham, from Bloomsbury (Parr’s), to be manager on retire- 
ment of Mr. F. G. Crisp. Evith: Mr. S. F. Farr, from Southwark, to be manager. Romford and 
Colliey Row, Romford: Mr. C. R. Peachey, from Dartford and Swanley, Kent, to be manager. 
Sheerness: Mr. P. G. Knight to be manager. Stokes Croft: Mr. J. V. Faull to be manager on 
retirement of Mr. R. C. W. Cottle. Walthamstow: Mr. H. R. Norman, trom Canning Town and 
Silvertown, to be manager on retirement of Mr. H. L. Davis. 
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Before Lombard Street... 


IOVANNI dei Medici is credited with 

being the founder of a great banking 
system in Italy and other countries in the 
fifteenth century, and it was from Italian 
connections that Lombard Street in London 
City acquired its world-famous name. 


ARTINS BANK has associations with 
Lombard Street dating back to the 
middle of the sixteenth century. 


MARTINS BANK LIMITED 


London District Office: 68 Lombard Street, E.C.3 
HEAD OFFICE: WATER STREET, LIVERPOOL, 2 




















ALEXANDERS DISCOUNT COMPANY 




















LIMITED 
24 LOMBARD STREET, LONDON, E.C.3. 
CAPITAL PAID UP -  - ~~ &1,400,000 
RESERVES - - - - 2,500,000 
DIRECTORS: 


SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D. (CHAIRMAN) 
ROBERT ALEXANDER 

Tue Rr. Hon. LORD BALFOUR OF BURLEIGH, D.L. 
MARK DINELEY 

SEYMOUR JOHN LOUIS EGERTON 

JOHN PATRICK RIVERSDALE GLYN 

ALAN RUSSELL 





MANAGER: 
ANTONY MACNAGHTEN 
Deputy MANAGER: CHARLES C. DAWKINS 
ASSISTANT MANaGerRS: A. J. MCLENNAN, M, L. CREGEEN 
SECRETARY: F. W. HATCHER 





BANK AND FIRST CLASS TRADE BILLS DISCOUNTED 
MONEY RECEIVED ON DEPOSIT. 
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Banking Statistics 


Trend of “‘ Risk’”’ Assets 


(Figures in ttalics show percentages of gross deposits) 











Actual Change in: Advances plus Investments 
(£mn.) (£mn.) Ratio 
Oct. Nov. Dec.-Apr. May Oct. Mar. Apr. May 
I95I IQ5I 1951-54 1954 IQ5I 1954 1954 1954 
Barclays: 
Advances 3 368.5 371.0 — 14.3 + 5.3) 

% es ia 29.2 29.3 | ey ro 
Investments .. +a 314.8 425.7 + 75.9 + 10.0f 54 5-9 63.9 65.7 

% 25.0 33.6 

Lloyds: 
Advances ea _ 345-2 351.1 -— 44.2 + 5.4) 

0/ oy 

/A ‘a es 30.2 30.7 ( - P 
Investments... v 279.6 371.2 + 47.5 + 10.7f 54-6 64.2 62.4 64.9 

0/ “a 

0 24-4 32.5 J 

Midland: 
Advances o8 o* 393-3 397.1 — 32.9 + 2.6 ) 

of “<< ae 20.0 O. [ 

/o 9 30.1 . 7 
Investments .. oe 329.4 433.8 + 55.4 + 0.2 { 54-4 63.4 63.0 63.3 

f) ee 24. Q) 2 8 J 

National Provincial : 
Advances ea hn 290.3 298.1 -— 24.1 + = 1.3) 

0/ A = | 

/0 °° ee 35-4 37.2 L Pe a . 
Investments .. a 165.9 230.9 + 22.2 wae 55-9 64.3 63.8 61.3 

% = 20.2 28.8 J 

Westminster: 
Advances és - 248.6 249.5 — 23.1 + 2.8) 

o/ 

A bc ms 31.2 31.6 | 7” . — 
Investments .. a 209.4 263.6 + 26.7 nie: ¥ 57-4 62.9 62.8 63.8 
% 26.3. 33-4 J 

District: 
Advances ‘a - 60.1 62.6 —- 6.7 + 2.2) 

o/ ve sa 25.6 26.6 | 

) 5. ‘ L P 7 
Investments .. 4 71.5 91.6 + 2.2 + 25f 56.4 64.5 62.6 66.3 

% ‘. a“ 30.5 38.9 J 

Martins: 
Advances - va 89.0 91.4 - 5.0 +. 1.0) 

% - o. 29.1 29.3 {| 

/0 ; ‘ “ . 
Investments .. - 78.2 102.8 + 14.6 — f{ 54-6 66.2 64.8 65.1 

% .. .. 25.5 33.0 J 

Eleven Clearing Banks: 
Advances <a .. 1,897.0 1,925.2 -—153.1 + 21.2) ; 

of 6 

" 3 oa 30. S02 q _— P ‘. 
Investments .. .. 1,555-2 2,032.7 +247.2 + 24.8 55-7 64.6 63.5 64.7 

Me 25.1 32.9 J 





Trend of Bank Liquidity 


1951 1952 1953 1954 





Oct.t Nov. May Sept. Oct.— Mar. Apr. May Oct.¢ Mar. Apr. May 
O/ Oo o/ / , 0/ 


Liquid Assets:* % /0 ‘Yo 0 /O % % %o % %o %o /0 
Barclays «>» @.0 32.8 33.3 37.3 34.0 33.8 33.4 32.5 39:0 33.3 32.6 33 

Lloyds .. 40.0 32.8 32.0 38.9 33.1 30.1 31.0 31.2 36.9 33.0 33.6 32.7 
Midland -. 40.2 32.8 32.8 36.4 35.0 33.7 34.1 34.8 38.3 34.1 33.7 34.0 
National Prov. 39.4 30.6 32.6 39.7 34.9 34.3 29.8 31.9 37.2 33-9 32.8 33.0 
Westminster 26.7 30.4 32:2 37.7 2442 37.0 33.5 37:2 37:6 34:2 3855 3O09 
District «5 98.0 30.5 33.0 38.90 36:6 34:3 33:9 34:38 35:7 33:2 33-67 33.5 
Martins ' 39.8 33.2 37.8 41.6 36.6 33.2 33.9 35.9 33.6 31.3 31.6 32.5 


All Clearing 
Banks... 39.0 32.0 32.9 38.0 34.4 32.9 32.4 33.6 36.6 33.0 33.1 32.9 


* Cash, call money and bills. + Eve of ‘“‘new”’ monetary policy. + After second funding. 
§ After third funding. 
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55 THE BANKER 
Banking Trends over Thirty Years* 
‘* Risk *’ Assets 
Liquid Assets 
Net Invest- Combined 
A verages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. {mn. yA {mn. {mn. % 
1921 1,759 680 38 — 325 833 64 
1922 1,727 658 37 _ 391 750 04 
1923 1,628 581 35 -- 356 761 67 
1924 1,618 545 33 —- 341 808 69 
1925 1,610 539 32 — 286 856 69 
1926 1,615 532 32 = 265 892 70 
1927 1,661 553 32 = 254 928 69 
1928 1,711 584 33 — 254 948 68 
1929 1,745 568 32 -— 257 gg! 69 
1930 1,751 596 33 — 258 963 68 
1931 1,715 560 32 — 301 919 69 
1932 1,748 O11 34 ~_ 348 844 67 
1933 1,909 668 34 — 537 759 66 
1934 1,334 570 31 a 560 753 7° 
1935 1,951 623 31 se 615 769 69 
1936 2,088 692 32 = 614 S39 68 
1936 2,160 713 32 —- 643 865 68 
1937 2,225 683 30 — 652 954 70 
1938 2,218 672 30 -- 637 976 71 
1939 2,181 648 29 —- 608 9gI 71 
1940 2,419 785 31 73 666 955 65 
1941 2,863 676 23 495 894 858 59 
1942 3,159 712 22 642 1,069 797 57 
1943 3,554 723 20 1,002 1,147 747 52 
1944 4,022 788 19 1,387 1,165 750 46 
1945 4,551 886 19 1,811 1,156 768 41 
1946 4,932 1,280 25 1,492 1,345 888 44 
1947 5,463 1,646 29 1,308 1,474 1,107 40 
1948 5,713 1,703 29 1,284 1,479 1,320 47 
1949 5.772 1,920 32 983 1,505 1,440 49 
1950 5,811 2,345 39 430 1,505 1,603 52 
195! 5,931 2,308 38 247 1,62 1,822 56 
1952 5,856 2,097 34 — 1,983 1,838 62 
1953 6,024 2,201 35.1 — 2,163 1,731 62 
1951: 
Oct. f 5,981 2,423 39.1 177 1,555 1,897 55-7 
Nov.f 5,973 1,981 32.0 108 2,033 1,925 64.0 
1953: 
Mar. a 5,842 1,994 32.9 — 2,322 1,799 64.8 
Apr. — 5,822 1,962 32.4 — 2,199 1,814 64.9 
May 5,865 2,042 33.6 —- 2,123 1,772 64.0 
1954: 
Mar. 6,010 2,059 33.0 — 2,269 1,760 64.6 
Apr. 6,088 2,112 33.1 — 2,280 1.772 63.5 
May i 6,104 2,085 32.9 —— 2,305 1,793 04.7 
* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
t+ Bank statements immediately before and after the launching of the ‘‘new’’ monetary 
policy and the first special funding operation. 
Floating Debt 
June 20, May 20, June 5, June 12, June ro, 
1953 1954 1954 1954 1954 
Ways and Means Advances : {m. fm. fm. £m. {m. 
Bank of England eu 7 — — — _ pe 
Public Departments 7 “s 277.6 270.6 278.9 274.6 206.1 
Treasury Bills : 
Tender 3180.0 3320.0 3340.0 3320.0 3300.0 
Tap 1385.0 1579.8 1274.1 1332.8 1372.1 
4842.6 5170.4 4893.1 4927.3 4968.2 














—D 
CO 
" 
~ 
wD 
a 
™ 
~~ 


+ 
a 


‘SlI9S IBM-}SOd MOU UI UOT}BIYISSETO jSIY Jo azeq | 


‘UOT}BINOSSY SIoyxUe_ YSI}Ig JO S1aquIUI [Te SuIpNyouyT , 





O°OOr 


— 


9°61 
for 


ozb‘o6g't 





Cot‘eZe 
zCS‘Cor 
ER8‘S 
1SS‘zr 


QCz‘QTl 


bCr‘QZ 
OSQ‘QOI 


LOL‘o1 
9S6‘09 
6C6‘1z 
LOO‘IQI 
9Lo‘Er1 
9£Z¢‘60z 
cE1‘Le 
CVQ‘QI 


-disdaidhals 
of 6‘ Lot 
g6t ‘OgI 
Q07z'R 
Crr‘zr 


Cz6‘9Q 


6bz‘9g 
ZQ9‘VOI 


biz‘Li 
zS6‘6S 
O9£ ‘Iz 
Q9Cg‘oZLI 
Qzl‘zer 
ELT ‘Q07 
QQlSz 
Zo09‘QI 


O°OOT 


oF6 OO 
Lo6‘1Z1 
088°9 
ZQO‘ET 


IvL‘Iv 


LES‘€Q 
610‘€or 


bOS‘gt 
ggs‘gs 
1Z€‘oz 
ghz‘ggI 
Qobz‘E€1 
Qto‘toz 
Chh‘Sz 
of6‘h1 


11Z‘orZ'‘1 


o'00T| ofS‘ Rg4'T 


red oct 
H60‘ReI 
LEz‘g 

CrZ‘er 


CL6‘t9 


LOS‘gZ 
zor‘ Zor 


bOC‘L1 
gSE‘19 
TQOI‘IZ 
oS1‘Fol 
boC‘QII 
696‘Foz 
Oh ‘Ez 
CoO‘Cr 


O°OOT 


LO1 


6°6 
Sy 
z 


IBOo DO WHA} DW 
Sy OMAN |S 


ggo‘Sgg'I 





ISS‘Qgf 
OzZI‘FeI 
g6h‘9 
8zg'zI 


C61‘66 


LZ16‘S 
goS‘III 


9ZQ‘QI 
bro‘rg 
IQS‘zz 
I€E‘ZZr 
Loo‘Str 
ggo‘g61 
Q6€'Lz 


O°’OOT 


—_—-— 


‘9E 
8 


Lol ‘arg 





OFS ‘Oz 
ggr'eZ 
190‘F 
69£ ‘OI 


Cecil 
9g69‘QZ 
gz6‘Z 


996'F 
oLL'9€ 
1€L‘gz 
Qbz‘z9 
OfeiZ¢ 
Ogt‘gg 
CQr‘b 
Cz6‘t 


STVLO] 


[VUOISSoJOI PUL [VUOSIOg 
si jeioueuy 19410 
), tg S1940.1g 4901S 
‘930 
‘sjeydsoyy sorytrey) ‘soyoiny’) 
dis ‘(yaodsuriy 
uey} J9y}O) solyWQ oqng 
SOMOYINY JUSWUIOACD [PIO] 
"3 ue apely, 
pue Aijsnpuy 9sqeyissepuy 
i ‘*  gjelioyeyy Surpring 
s10joeI}UO) pue srapling 
JUDWIUTe}I9}JU 
Opely [re}oy 
oooRqoy pue ‘yUuliq] ‘poo 
surysty pure o1n}[NoIsy 
a s[eoTuUay’) 


neu 
NN WSN 


Q6C'CT 
61b‘cPr 
Cog‘Sz 
g1S‘Cr 
ozl‘L1 
zLC‘o! 
ZIPV‘OQI 
060‘S 
ozg‘1S 
Lo6‘t 
I9Q‘I 
Ss 00OF 


"+ Jaqqny pure 19y}ea’T 
eee ‘OI SIIVXIT I9YIO 
Cre ee 2 Pay * [OOM 
160‘Z = = " ** 03307) 
o£S‘6 SUOT}BOTUNWIUIOY) pure yIOdsuRIy 
QIL‘oOr de suIptinqarys pure sutddtys 

CS‘gg ne ‘Oyo ‘SULIBDUISUY 
926" I es ‘+  syeyo SNoIIoJ-uON 
ECe‘Cr soped]. P2IV % [2929S pue Uor] 
Qze'zZ ‘ozo ‘SurArren(d 
Cz6‘Q oo ‘+ Sululyy [R09 

S 000F 


q 


HN 


N 


CLO‘or 
VIQ‘Qz 
ooS‘€1 
Q60'CT 
ZOL'ST 
€gz‘eL1 
grt g 
EgL‘ob 
619‘ 
Lz0'Z 

Ss 000F 


eCL‘or 
1Sz‘Zz 
LES‘TY 
Zo1‘o1 
QQgS‘Zt 
LOr‘ZE1 
ver 
r1€‘Z¢ 
60£'P 


169‘9F 
CQE‘L 
TLV 1 
PEP‘EZ 
QzV‘QI 
oL1‘zr1 
o£9‘S 
€ov‘oS 
zSo'v 
CZQ‘I I’ bro'r 
S.00oFf | 7702] S,ooof | 770) 
fo", fo° 

€Cor 


JOQUIDAON 


QOL ‘EP 
£o7‘'gz 
€Lo'v1 
CEQ‘L1 
Foo‘OI 
Lee‘ Lrr 
obg‘t 
OQgz‘19 
€gQ‘r 
1Sz‘z 
S 000F 


Ne 0 99 
N 


~ 
ny 
~~ 


. . 
~ 

Se 

7 

. . 


WH MNmHIHO DS 
ny 


NNN 


BANKING SI 


mM NNN 


MYIACH HE 


Pee ioe 


a) 


“V 


YNHNS 


N 
HN 


1070} 
fo % 























dnoir) 





€Cor 
Jsnsny 


€Cor 

Ae, 
(SLNAWALVLS ATUALUVNO LSALvV’]) 

*« NIVLINA LTVHUD NI SHOUNVAGCV MNVA 




















AIPNIGI J f{Arenig3.y 














THE BANKER 














1952 I 


1953 I 


1954 I 


Years and 


Quarters 


1946 
1947 
1948 
1949 
1950 
195! 
1952 
1953 
1953 : 
IT 
III 
IV 
1954 : 


January 
February 


March 
I 


April 
May 


Savings 
Certi- Defence 
ficates Bonds 
(net) (net) 
27-5 3-9 
15.3 - oO.! 
1.0 — 10.3 
- O.I — 21.4 
5.6 — 27.2 
- 7-9 — 25.9 
I.5 - 11.3 
7.0 — 3.2 
19.6 — 16.3 
8.8 — 19.4 
I.4 — II.2 
I.2— 2.4 
io = 98 


| 
> 
ONO Ww 


(net) 


an 
- Ul 
+ W 


| 
W 
+ 
vw 


“SIS > 


Savings 
Banks 


National Savings 


(£ millions) 


Total | 
Small | 
| 1952 April.. 
34.7 1953 Jan. 
3, Feb. 
20.8 | Mar. .. 
22.5 | April .. 
| May .. 
6.3 june .. 
38.2 July 
34.7 Aug. .. 
30.1 — 
Nov... 
3+7 Dec. 
32-3 1954 Jan. 
24-9 Feb. 
13-9 Mar. .. 
Apt. .. 
38.6 May 





Savings 

Certi- Defence Savings 

ficates 
(net) 


> 


ho 


OW HW 
Ukr ON OP FH) Ok CN wmaos 


6 


-_ 
~ 


Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 


Net Gold and Dollar 
Surplus (+) or Deficit (—) 


Financed by : 





With 
=r..." 


With 
Other 


_ Areas 


+ 102 





+ 119 


I20 


Net 
Surplus or 
Deficit 
— 908 
—4131 
-1710 
—1532 
+ 805 
— 988 
— 7306 
tT 540 


+ 214 
+ 140 
+ 36 
+ 1560 


+ 10 
=o Q 
4 88 
— 107 
126 


159 





American 
Aid 





Q 
2) 


Special 
Creditst 


















Bonds Banks. Total 
(net) (net) Small 
et i 5°4 - 4-3 
— 5.5 4.0 7.1 
“aoe 3-5 4-5 
-6.8 -5.I - 5.9 
- 6.7 -—3.8- 5.7 
- 8.6 -II.7 — 17.5 
- 4.1 —6.2- g.I 
— 3.9 -20.5 — 25.2 
-2.8 —-1.0- 2.4 
- 46.5 0.4 2.7 
—- 1.3 10.6 10.0 
—- 0.9 0.8 — 
- ©.2 ~24.15 ~ 23.9 
- 0.7 T3.5 10.4 
- I.1 14.4 14.5 
—- 3.3 5.0 PS 
— 3.8 4.2 0.8 
—- 3.9 2.2 0.5 
— Reserves 
Change at end of 
in Period 
Reserves 

+ 220 2696 

~ 618 2079 

— 223 1856 

— 168 1688 

+1612 3300 

- 965 2335 

~ 489 1846 

+ 672 2518 

+ 320 2166 

+ 201 2367 

+ I19 2486 

+ 32 2518 

+ 2543 

+ 40 2583 

+ 102 2685 

- 167 2685 

+ 135 2820 

+ 805 2985 


* Portion of monthly deficit or surplus settled in gold (in month following each accounting 


period). 


t Comprising $4,909 millions from U.S. and Canadian credits in 1946-50; $420 millions from 
the I.M.F. in 1947-49; and $325 millions from the South African gold loan of 1948. The annual 
service charges on the U.S. and Canadian loans paid in December of 1951, 1952 and 1953 are 


included as a debit item. 

















